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UrsanN Stupies aNnp HousiNe REsEARCH

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives
The program is intended to enable the Secretary of the Department
of Housing and Urban Development to undergﬁe such programs of
investigation, analysis, and research as are necessary and appropriate
in carrying out the national housing and urban development programs
for which he has responsibility.

2. Operation
The Secretary can make contracts with agencies of State and local

government, educational institutions, and other nonprofit organiza-
tions; enter into working agreements with other departments and in-
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952 HUMAN RESOURCES PROGRAMS

dependent establishments and agencies of the Federal Government;
or engage profit-motivated organizations to carry out such programs
of data collection, research and analysis as he deems desirable and
necessary.

The Secretary depends upon his staff, primarily within the Office of
Program Policy, to identify areas in which research and analysis are
required and to screen proposals which are submitted by various ap-
plicants who seek HUD funds for research in fields which relate to
departmental programs. The Director of the Office of Program
Policy is head of a Departmental Coordinating Board for Research
and Demonstrations, and this Board establishes guidelines and pri-
orities with regard to research efforts, and it also evaluates proposed
research activities for their possible value and applicability.

The Director of the Office of Program Policy negotiates the terms
and conditions of the research contract, which he submits to the
Secretary for approval. The Director passes upon the scope of the
survey, its cost, 1ts methodology, and the caliber of the professionals
who will manage and direct the effort.

3. History

The housing research and urban studies program was authorized in
the Housing Act of 1948 and was amended by the Housing Act of
1949. Pursuant to this authorization, an active research program was
conducted in HHFA from 1950 through 1952. In 1952 the Independ-
ent Offices Appropriation Committee’s action terminated the program,
allowing only such funds as were necessary to terminate outstanding
research contracts. The scope and kinds of research undertaken dur-
ing this period were broad and varied, with a substantial portion of
funds spent upon technological research.

In 1956 a new research program authorization was enacted by the
Congress. This new authorization did not limit, in any way, the
research authority previously granted under the earlier research
legislative authorizations. No funds, however, were voted to imple-
ment this more recent authority until 1961. In 1961 $350,000 was
appropriated to conduct the housing and urban studies research

rogram. Through fiscal year 1965 the annual level of appropriations
ﬁas remained at this same level. The fiscal 1966 level, however, is
proposed at $700,000.

The limitation of funds for research has circumscribed the numbers
and kinds of research and analysis which could be undertaken by this
Department. A substantial portion of available funds has been spent
for expanding and refining housing production and marketing data, and
this service has been contracted through the Census Bureau.

4. Level of operations. (See table 1.)

Program: Urban studies and housing research,
Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Program Policy.
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TABLE 1.—Level of operations or performance, fiscal years 1964-67

Fiscal year | Fiscal year | Fiscal year { Fiscal year
Measure 1064 1965 1966 1067
estimates | estimates

Contracts. 4 4 8 8
(a) Participants:

State government agencies. ..o oo 0 [1] 0 1

Local governments 0 0 1 2

Nonprofit groups... 1 2 2 2

Universities 1 1 2 2

Other Federal agencies 2 1 3 1
(b) Federal finances:

Unobligated appropriations avatlable...._.._.__ $387, 000 $397, 600 $750, 000 $750, 000

Obligations incurred . . $335, 000 $342, 000 $690, 000 $690, 000
(¢) Matching expenditures.... [0} (O] (O] (O]
(d) Number of employees. 4 4 5 b
{¢) Non-Federal employees._. 0 [} 0 0

1 Not applicable.

Nore.—Fiscal years 1966 and 1967 are estimated. Differences between unobligated appropriations and
obligations incurred are represented by administrative expenses,

8. Estimated magnitude of program in 1970

It is difficult to estimate the levels of activity under this program
for 1970. The broadened role of the Department and the increase in
the number and complexities of new housing and urban development
pro%ra.ms require a substantially expanded program of research and
analysis. The President has emphasized the need to develop and
explore new techniques and mechanisms for improving the urban
environment and restoring economic vitality to cities.

6. Prospective changes in program orientation

(¢) A major legislative proposal which is currently pending is the
demonstration cities program. The principal emphasis of this pro-
gram will be upon improved program coordination and integration,
with the aim of restoring large sections of various cities to renewed
health and vitality through focused and combined programs of physical
and human resources development. The effects of this program upon
the Department’s research efforts will be indirect; actual operation of
the program will undoubtedly indicate valuable areas for research
and analysis.

() In his 1965 message on cities, President Johnson proposed the
establishment of an Institute of Urban Development to ‘‘administer
grants to States and cities for studies and other basic work which are
the foundation of long-term programs.” This Institute will soon be
established within the new HUD organizational structure.

(¢) The need for more and improved research will increase, rather
than decrease during the coming year. Qur Nation’s urban areas
continue to grow at undiminished rates; by 1990, 8 out of every 10
Americans will live in an urban area. This increased urbanization
will be characterized by equally rapid growth of our major metro-
politan areas. The increasing amounts of land and housing needed
to accommodate this increased population will create problems,
which by their very magnitude, will be more complex and more diffi-
cult than those which have developed in the past. These will in-
clude, for example, how to bring adequate water and sewer services
to this increased population, how to improve transportation and
commutation, how to keep the air from being polluted, how to de-
velop governmental mechanisms that will allow effective treatment
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of these and other problems on a metropolitan and regional basis,
etc. It is urgent that the Department and the Federal Government
know more about the dynamics of urbanism and learn how to control
these and make them work to the advantage of our citizenry.

?. Qoordination and cooperation

(@) The Office of Program Policy is a comparatively small group,
and there is ready and informal exchange of information and ex-
pertise. The resources of the entire Office are utilized to help select
appropriate research projects and to shape and control their execu-
tion. Specialists within the Office are assigned ad hoc responsibilities
and duties with regard to liaison with contractors, their supervision,
and evaluation of progress.

(b) As indicated, the Department has a Coordinating Board for
Research and Demonstrations. It is comprised of representatives
from all planning and research activities carried out by the separate
constituents of HUD. TIts functions were described under (2).

(¢) Coordination with other Federal agencies and departments is
achieved through the Science Information Exchange, wherein infor-
mation regarding all ongoing urban research efforts is registered.
Informal contact, as well, is maintained with all Federal agencies and
departments that might undertake urban-centered research. In this
manner, research overlap and duplication is avoided, and clearer and
more precise research focus is obtained.

(d) ‘and (¢) Coordination. with State and local governments in the
urban studies and housing research program is accomplished by joint
participation in some projects and through consultation and coopera-
tion in others.

(f) The HUD program of research is not directly involved with
foreign governments and their research programs. On frequent occa-
sions, however, foreign governments request information regarding
research in the urban field. The Office of Program Policy works
closely with HUD’s Office of International Housing, and in the past,
has contributed to urban research symposiums carried out by the
United Nations and in the convocation of international conferences
of urban economists and planners.

(9) Coordination with nonprofit institutions, urban study centers
and universities is accomplished through joint participation in some
research efforts and through informal consultations with others.

(h) Business enterprises are eligible to enter into contracts with
HUD under this research program; however, as noted in the response
to question (4), previous participants were governmental, academic,
and nonprofit, and the same pattern is expected to hold for fiscal years
1966 and 1967,

8. Laws and regulations

Section 301 of the Housing Act of 1948, 62 Stat. 1268, 1276, 12
U.S.C. 1701 (1946 ed. Supp. III) as amended by the Housing Act of
1949, 63 Stat. 413 (approved July 15, 1949), authorizes the Housing
and Home Finance Administrator “to undertake and conduct a pro-
gram with respect to technical research and studies concerned with the
development, demonstration and promotion of the acceptance and
application of new and improved techniques, materials and methods
which will permit progressive reductions m housing construction and
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maintenance costs and stimulate the increased and sustained produc-
tion of housing, and concerned with housing economics and other
housing market data.”

Section 602 of the Housing Act of 1956, 70 Stat. 1091, 1113, author-
izes the Housing and Home Finance Admnistrator to ‘“‘undertake such
programs of investigation, analysis and research as he determines
to be necessary and appropriate 1n the exercise of his responsibilities.”

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects

The economic impact of a research program cannot be readily and
precisely identified. The 1950-52 research program of HHFA had a
substantial technological component, and several research efforts
resulted in improved and more efficient building products and tech-
niques, providing a better and more economical housing product for
the consumer. In the nontechnological field, the benefits of the pro-
gram are more difficult to identify and measure. Frequently, the
value of such research activity is revealed in an indirect manner—
telling us as much what not to do, as what should be done. Generally,
the insights obtained into problems and the conceptual breakthroughs
which come from sound research have value far beyond the costs
expended for the research activity.

10. Economic classification of program expenditures

Expenditures for urban studies and housing research are a purchase
of goods and services.

[Nore.—The U.S. budget shows that Federal expenditures in the
fiscal year 1965 were $444,000.]

CommuniTy DEvELOPMENT TRAINING PROGRAMS

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

This program is intended to assist the various States to develop
special training programs for the development of skills needed to
further economical and efficient community development. It is
intended to aid the States in providing the facilities for training the
technicians and skilled personnel who would be employed by public
bodies. Also, the program seeks to support State and local research
activities that will advance effective solution of community develop-
ment problems.

2. Operation

The program will be operated on a 50-50 matching grant basis.
Federal assistance will be contingent upon submittal by the individual
States of plans for training and research, and these plans must be
approved by the Secretary of HUD.

3. History

The community development training program was authorized
under title VIII of the Housing Act of 1964. However, the Congress
has not yet funded the program. A request for an appropriation of
$5 million is included in the administration’s fiscal year 1967 budget.
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4. Level of operations

There is no operating experience under the program from which
data can be derived to answer this question.

6. Estimated magnitude of program in 1970

It is anticipated that the 1970 level of the program will reach $30
million ; this is the maximum amount which has been authorized in the
enabling legislation. In enactment of this legislation, Congress
recognized that the rapid expansion of our urban communities has
caused severe problems in urban and suburban development and has
created a national need to provide special training in those skills
required to cope with these problems and required programs. The
rapid growth of our urban areas, which by 1990, will see 8 out of every
10 Americans living in urban communities, emphasizes that the need
for these program aids will increase, rather than diminish.

6. Prospective changes in program orientation

As indicated, the increased number of urban dwellers and the vastly
increased amounts of land which will be required to house them and
provide locations for businesses and industries will create problems
m the fields of community facilities, housing, traffic control, air
pollution, and intergovernmental cooperation. The demands for
skilled and experienced technicians will grow correspondingly—and
in fact, at a higher rate, since the problems will be more complex, and
larger amounts of funds will have to be spent to keep the urban com-
munities viable and efficient.

There is no new legislation pending which will affect this program.
Actual program experience nust be gained and evaluated before
administrative and organizational changes could be considered.

7. Coordination and cooperation

Coordination of this program, within the Department, will be
accomplished through the HUD Research and Demonstration
Coordinating Board.

Coordination with other departments and agencies will be achieved
through the National Advisory Council on Extension and Continuing
Education.

It is intended that the program, once underway, will function as a
“clearinghouse’ with regard to State training programs and research
activities carried on by their counterparts.

States will be responsible for coordinating title VIII activity within
their boundaries and among their local governments. It is important
to note that the plans and mechanisms for achieving and promoting
this coordination must be demonstrated to the satisfaction of the
Secretary, HUD, as a condition to the Department’s making of a
training and research grant.

Foreign governments and international organizations will not be
directly involved in this program, although the activities of the HUD
Office of International Housing will supply a communication channel
to foreign countries with regard to progress and achievements under
this program.

Nonprofit organizations and institutions, such as colleges, universi-
ties, and urban study centers will be directly involved in providing
training and research facilities under this program. Their activities
will be coordinated under the State plans, as approved by the
Secretary, HUD.
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8. Laws and regulations

Title VIIT of the Housing Act of 1964, Public Law 88-560, 78 Stat.
802; 20 U.S.C. 801 (September 2, 1964) authorizes the Administrator
of the Housing and Home Finance Agency to make matching grants
to the States and to assist in establishing community development
training and research programs.

Section 1103(a) of the Housing and Urban Development Act of
1965, Public Law 89-117 (August 10, 1965), 79 Stat. 451, 503, sub-
stituted $30 million for the $10 million authorized for program
implementation.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

Since the program has not yet been implemented, no data can be
supplied for this part of the questionnaire.

Generally, the value of training and research cannot be identified
in dollars and cents. This much is certain: that better trained per-
sonnel will be able to administer urban programs more effectively and
economically, and that locality-focused research will enable commu-
nities to develop new and efficient approaches and mechanisms with
which to cope with problems of urbanism.

10. Economic classification of program expenditures
Not in operation in fiscal year 1965.

UrBaN PLANNING ASSISTANCE

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives

Urban planning is concerned with improving the utilization of the
resources of an area to produce a better living environment and a
stable economic base. Its purpose is rational decisionmaking and
coordinated public action in dealing with the social, economic, and
physical development of the area. The urban planning assistance
program is concerned with encouraging the broader application of
planning to urban areas.

2. Operation

The urban planning assistance is & grant-in-aid program to assist
official planning agencies in carrying out the following activities:

1. Preparation of a comprehensive development plan for the
pattern and intensity of land use and the provision of public
facilities, including transportation facilities, together with plans
for the economic and social development of the area and the
long-range fiscal plans for such development.

2. Programing and scheduling of capital improvements, to-
gether with definite financing plans for the improvements to be
constructed in the earlier years of the program.

3. Coordination of all related plans of the subdivisions of the
government concerned.

4. Intergovernmental coordination of all related planning ac-
tivities among the State and local government agencies concerned.
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5. Preparation of regulatory and administrative measures and
public educational and informational material in support of the
foregoing activities.

Grants under the urban planning program may be made to—

1. Cities and other municipalities with less than 50,000 popu-
lation, counties, and Indian reservations. Generally such grants
are made through the official State planning agency.

2. State, metropolitan, and regional planning agencies, and
metropolitan organizations of public officials.

Grants under the program may amount to no more than two-thirds
of the total cost of the urban planning project. However, for localities
designated under the Economic Development Act of 1965, or in areas
in which there has occured a substantial reduction in employment as a
result of a decline in Government employment or purchases, grants
may amount to as much as three-fourths of project costs.

3. History

The urban planning assistance program was authorized in section 701
of the Housing Act of 1954 with an initial authorization of $5 million.
The program was substantially amended in 1959, 1961, 1964, and 1965.

The program is now in its 11th year and extends to communities
in all 50 States plus Guam, Puerto Rico, and the Virgin Islands.
Between the passage of the original enabling legislation and the
Housing Act of 1961, annual commitments averaged about $3 million
per year. The 1961 act considerably broadened the scope of the
program in two major respects: grant ratios were increased from the
50-percent level to the 66%-percent level, and comprehensive trans-
%ortation studies were specifically authorized as an eli%ible activity.

rogram levels rose sharply to about $18 million in each of the years
1962 and 1963, and to over $21 million in 1964. The level of the
program in 1965 dropped to the amount of the available appropriation.
At the end of fiscal 1965 the total amount of the Federal grants which
had been allocated was $86 million. The following table provides a
fiscal summary of the program.

TaABLE 1.—Summary of program

[In thousands of dollars)
Appropriations Net approvals Appropria-
Fiscal year PP tlo%pr #
carried
In year Cumulative In year Cumulstive forward
1955 1, 000 1,000 103 103 807
1966 2, 000 3, 000 878 981 2,019
1057 . 1, 500 4, 500 1,766 2,747 , 763
1958 _ - 1,275 5,775 024 5,771
1059 _ 3, 250 9,025 2, 961 8,732
1960 3,375 12, 400 3, 504 12, 236 164
1961_ 4,000 16, 400 2, 961 15,197 1,203
1962 17, 100 33, 500 18,179 33,376 124
1963. 18, 000 51, 000 17, 800 51,276 224
1964 _ 21,150 72, 650 21,244 72, 520 130
1965.. 13,675 86, 325 13, 705 86, 225 100

4. Level of operations. (See table 2.)

Program: Urban planning assistance.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Planning Standards and Coordination %formerly in
Urban Renewal Administration].
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TaABLE 2.—Level of operations or performance, fiscal years 1964~67
[Dollars in millions}

Fiscal year

Measure
1964 1965 1966 1967
actual actual | estimate | estimate

(a) Magnitude of program:

Cumulative number of projects approved.... 1,670 2,016 2, 591 3,371

Cumulative amount of projects approved.... $72.5 $86.2 $113.1 $148.1
(b) Participants (cumulative):

State government agencies. 29 34 37 40

Small communities. . ..o 3,482 8,804 4,600 5, 600

Redevelopment area localities. .. - 562 720 1,060 1,360

Metropolitan and regional areas. _.... - 181 203 250 305
(¢) Federal finances:

Unobligated appropriations available... $21.4 $13.8 $26.9 $35

Obligations incurred $21.2 $13.7 $26.9 $35

Commitments made $21.2 $13.7 $26.9 $35
(d) Matching or additional expenditures (State and local con-

tributions)l. . e, $9.1 $5.9 $11.5 $15

(¢) Number of Federal Government employees 2
(f) Non-Federal personnel3._..

1 Dollar estimates based on usual Federal grant of 6634 percent of project cost except in redevelopment
areas and certain other minor areas where Federal grant level is 75 percent.

3 Employees are included in totals shown on table for urban renewal projects.

3 Estimates not available.

§. Estimated magnitude of program in 1970

There are no current estimates of the performance level for the
urban planning assistance program for 1970.

6. Prospective changes in program ortentation

(a) Pending legislative proposals.—In his state of the Union message
of January 12, 1966, the President stated, ‘I will offer other proposﬁs
to stimulate and to reward planning of entire metropolitan areas.”
No details of this proposal have yet been released.

(b) Proposed administrative or organizational changes.—The Urban
Renewal Administration has been incorporated as a part of the new
Department of Housing and Urban Development. Aside from this,
there are no announced organizational or administrative changes

ending.
P (@ lgrobable changes in the conditions under which the program will
function in 1970; e.g., technological, economic, or soctal.—It is antici-
pated that there will be an increasing insistence upon sound urban
pla.nnin% as a basis for approving various Federal programs of aid for
physical development.

The technology of urban planning has been undergoing rapid change
with the introduction of computers with the capacity for rapid
retrieval of large quantities of data. Many of the recent urban plan-
ning activities involve the development of simulation models to provide
for better forecasting and to permit the testing of planning assump-
tions.

The entire field of urban planning has shown an increasing concern
for the social implications of planning decisions and how the planni
process can be used more effectiveTy to encourage desirab?e soéﬁ
changes. It is significant that urban planners have been deeply
involved in the antipoverty efforts of many communities-
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7. Coordination and cooperation

(a) Within your bureau, division, or office.

(b) With other units of your department or agency.—The 701 program
is used to meet the general planning requirements of other HHFA
programs, including the community planning, neighborhood analysis
and parts of other elements of the workable program for community
improvement, which is a prerequisite for the title I urban renewal
program, the low-rent housing program of PHA, and certain FHA
morrgage insurance programs. It is further used to meet the general
planning requirements of title I, the open space land program, and the
mass transportation program. 701 funds are also available to meet
the local and areawide planning needs of the 702 program and the new
water and sewer, neighborhood facilities, urban beautification, ad-
vanced land acquisition, and FHA land development programs.

(c) With other Federal Government departments or agencies.—By its
nature, comprehensive planning is concerned with a broad range of
development activities—water resources, recreation, transportation,
education, economic development—that are the direct responsibility
of several Federal agencies. Accordingly, coordination with these
agencies, to provide liaison for State, metropolitan, and local planning
agencies in the 701 program, has been continued and expanded by
URA. Theurban planning assistance program policy emphasizes that
local planning agencies are expected to coordinate their activities with
all related Federal, State, and local programs. These include other
programs administered by HHFA; the overall economic development
program (OEDP) of the Economic Development Administration;
transportation studies sponsored by the Bureau of Public Roads and
State highway departments; Federal Aviation Agency programs of air-
port development and air traffic control facilities; Army Corps of
Engineers programs dealing with water programs for State and local
recreation areas, national parks and monuments, land management
and disposal, and water resources; Department of Agriculture pro-
grams of rural area development soil conservation, and national
forests; and Department of Health, Education, and Welfare grant
programs for sewage disposal plants, air pollution control, schools, and
other aspects of environmental engineering.

During 1964 and 1965 negotiations leading toward formal coordina-
tion procedures were started with the new Office of Economic Oppor-
tunity, with the new Appalachian regional development program, and
with three bureaus of the Department of the Interior: The Bureau of
Qutdoor Recreation, the Bureau of Land Management, and the Bureau
of Indian Affairs. These new areas of coordination activity resulted
from changes in section 701 because of the Housing Act of 1964, or
from other new Federal legislation such as that creating the OEO.

(d) With State governments or their instrumentalities.—See (e), below.

(e) With local governments or communities.—Different planning agen-
cies concerned in various ways with development in a single urban
area may include: A metropolitan comprehensive planning agency;
or several local comprehensive planning agencies; or one or more State
comprehensive planning agencies; or one or more special purpose
functional planning agencies (e.g., transportation, water resources,
economic development and health facilities planning agencies). Thus,
a comprehensive planning framework within which planning efforts
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at various levels of State and local governments are integrated and
coordinated is the key consideration.

State coordination devices include:

1. Participation in metropolitan planning by local governments
and public and private special-purpose agencies.

2. The preparation of functional plans and development pro-
grams as part of areawide comprehensive planning, through which
the common or closely related activities of special-purpose dis-
tricts and functional agencies at Federal, State, and regional and
local levels can be integrated.

3. Administration of local planning assistance grants by metro-
politan planning agencies, with the approval of the State planning
agency.

g4. Mandatory referrals of plans and project proposals from
local to metropolitan and, as appropriate, to State pﬂ.nning and
development agencies.

5. Continuing liaison between local, metropolitan, and State
planning agencies.

6. Technical and special services to local planning and develop-
ment agencies by State and metropolitan planning agencies.

(f) With foreign governments or international organizations.—The 701
program has been used in several California, Arizona, and Texas locali-
ties as a complementary undertaking to the Mexican national border
program (programa nacional fronterizo de Mexico) of Mexico. The
broad objectives of the Mexican border program are to promote the
economic and social development of the 1,600-mile United States-
Mexican border region.

For (g), (), and (%) none.

8. Laws and regulations

Public Law 560, 83d Congress, approved August 2, 1954 (68 Stat.
590, sec. 701). (See Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 288.)

Amended by:

Public Law 1020, 84th Congress, approved August 7, 1956 (70
Stat. 1091, 1103, sec. 308).

Public Law 85-104, approved July 12, 1957 (71 Stat. 294, 305, sec.
606).

Public Law 86-372, approved September 23, 1959 (73 Stat. 654,
678, sec. 419).

Public Law 87-70, approved June 30, 1961 (75 Stat. 149, sec. 310).

Public Law 88-560, approved September 2, 1964 (78 Stat. 769,
secs. 314-317).

Public Law 89-117, approved August 10, 1965 (79 Stat. 451, sec.
1102).

Current appropriations: Public Law 89-128, approved August 16,
1965, 79 Stat. 520 (see Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 596).

Supplemented by: Public Law 89-309, approved October 31, 1965,
79 Stat. 1133, 1135 (see Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 603).
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PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects

The economic effects of comprehensive urban planning are of a
broad nature and, in general, take place over a long period of time.
Specific measurements in dollar figures such as those found in a cost-
benefit analysis would be extremely useful ; however, no such measure-
ment devices have yet been successfully applied to the economic
effects of urban planning. Furthermore, there is some question as
to whether the effects of planning for such things as improved urban
esthetics or increased convenience are directly quantifiable. How-
ever, the economic and social effect of the urban planning assistance
program can be discussed in a general way.

Social and economic studies are encouraged under the 701 program.
Such studies are undertaken as an integral part of the physical de-
velopment plans of urban areas.

The urban planning process aims toward a more efficient allocation
of economic and social resources as well as toward a more rational
physical arrangement of elements such as the transportation system,
the various land uses, and central business district functions. To the
degree the plans are successfully implemented, there is generally a
positive but often indirect effect on personal income (item a); on the
more efficient placement of industry—and on the placement of
workers (item b); and on stimulation of new business enterprises or
expansion of existing ones through central business district planbs.
Effectuation of plans has, no doubt, an effect on the gross national
product (item g) but again, such effects as the program may have are
not yet measurable in quantitative terms.

10. Economic classification of program expenditures. (See table 3.)

Program: Urban planning assistance,

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Planning Standards and Coordination [formerly
in Urban Renewal Administration].

TaBLE 3.—Economic classification of program expenditures for fiscal year 1965

[In millions of dollars]
Federal Government:
Purchases of goods and serviees. . - ________.__ 1

Grants to State and local governments_______________________.____ $16. 6
Total, Federal expenditures. .. _.___ . ________ 16.6
Non-Federal expenditures . - - - oo ... ®

1 Federal administrative expenses included under urban renewal projects.
2 Not available.

OrEN-SracE Lanp ProGgram

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives

The open-space land program is designed to upgrade the quality of
the urban environment by helping to preserve and develop lands
having value for park, recreation, conservation, scenic, or historic
purposes. In terms of developing human resources, the program is
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designed to provide recreation opportunities within easy reach of
home, reduce the effects of congestion and urban sprawl, and thereby
help create a more livable, attractive environment favorable to human
development.

2. Operation

The program provides eligible local public bodies with up to 50
percent of the cost of (a) acquiring undeveloped or predominantly
undeveloped land having value for park, recreation, scenic, or historic
purposes, (b) acquiring and clearing developed land in built-up portions
of the city to create small parks, if open space needs cannot be met
by undeveloped land, (c) developing lands acquired with grant assist-
ance, with landscaping, sanitary facilities, minor recreation facilities,
and small shelters. Federal aid may be used also for relocation
assistance payments authorized for individuals, families, and busi-
nesses displaced by the purchase of land with grant assistance.

All projects assisted under the program must meet two basic plan-
ning requirements: (a) There must exist adequate comprehensive
planning for the urban area, and (b) there must exist, consistent with
the comprehensive planning, an adequate open-space acquisition and
development program for the urban area.

Applications are processed in the HUD regional offices and approved
by tll)\e Urban Renewal Commissioner.

A program of studies and technical assistance is also authorized
under title VIL.

3. History

The program was authorized by title VII of the Housing Act of
1961 and amended by title IX of the Housing and Urban Develop-
ment Act of 1965, which increased the level of grant assistance and
extended program assistance to create small parks in built-up areas.

Since the program was initiated in 1961, up until December 1965, it
had helped communities in 37 States acquire over 145,000 acres of
scarce urban open-space land by means of 405 grants totaling over
$46 million. Most of the lands acquired have been in the developing
fringes of the large, fast-growing, metropolitan centers of the east
and west coasts, and the North Central United States. And 50 inter-
governmental agreements have been signed by hundreds of local
governments agreeing formally to coordinate open-space planning and
acquisition on a metropolitan scale.

4. Level of operations. (See table 1.)

Program: Open-space land program.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Urban Neighborhood Services [formerly in Urban
Renewal Administration].

65-735—67—vol. 3——2
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TaBLE 1.—Level of operations or performance, fiscal years 1964—67
[Dollar amounts in millions}

Fiscal year | Fiscal year { Fiscal year | Fiscal year
Measure 1964 actual | 1965 actual 1966 1967
estimate estimate

{a) Magnitude of program:

Cumulative projects approved (net).____..____. 219 390 610 965
Cumulative number of acres for acq n
projects approved . ... 102, 000 145, 000 190, 100 240, 400

() Appilicants or participants (cumulative):

State government agenecies_ ..o . ooouoooo- 23 36 39 42

Local communities. 196 246 345 500
-(¢) Federal finances: !

Unobligated appropriations available........... $14.7 $14.7 $44 $76

Obligated incurred (net) . .__._.__..__ - $14.3 $13.7 $44 $75

Commitments made (net)___..___ - $14.3 $13.7 $44 $75
{d) Matching or additional expenditures2...__.___ - $42.9 $20.5 $44 $75

(¢) Number of Federal Government employees3.______ 23 20 66 82
(f) Non-Federal personnel4___. —— -|- - - .- .

1 Excludes administrative expenses. Theterm ‘“net” reflects the fact that prior year obligations recovered
were not available for reuse prior to ficcal ycar 1966.

2 Estimates based on various Federal grant ratios in effect. The factors used are as follows: 1964, 25 per-
-cent; 1963, 40 percent; 1966-67, 53 percent.

2 Includes employees working on urban beautification program.

4 No estimates available.

5. Estimated magnitude of program in 1970

The Housing and Urban Development Act of 1965 authorized $310
million for the open-space and urban beautification programs, all but
$36 million of which was to be used for open-space acquisition and
development. When this authorization is appropriated and expended,
it is probable that additional authorization will be required, due to con-
tinued rise in demand for outdoor recreation facilities and the con-
tinued loss of lands having value for recreation, conservation, scenic
.and historic purposes.

6. Prospective changes in program orientation

(@) Pending legislative proposals.—None.

(b) Proposed administrative and organization changes.—There are no
announced organization or administrative changes pending as of
January 1966.

(¢) Probable changes in the conditions under which the program will
function in 1970, for example, technological, economic, social.—

(1) Mobility, personal income, and leisure time will continue to grow
and result in accelerating demand for outdoor recreation opportunities
in and near concentrations of population. At the same time, con-
tinued urbanization will result in the permanent loss of lands having
value for recreation, scenic, historic and conservation purposes. All
these factors will continue the requirement for the purchase of large
amounts of urban land for park purposes.

(2) At the same time, poverty, crime, and unemployment should
continue to be a problem, particularly for minority groups within large
cities. There will be an increased need to provide for recreation
facilities within convenient reach of low-income residents. Increased
emphasis should be placed on these needs and new avenues should be
explored for providing a pleasant living environment where a majority
of low-income people live, work, and play. Research and technical
assistance activities should also reflect a concern for these needs.
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?. Coordination and cooperation
(a) Within your bureau, division or ﬁﬁce.—Within the Urban Renewal

Administration, the operations of all the programs have been inte-
grated, with the technical support and policy guidelines coming from
line officials and the processing of applications being undertaken by
field operations. In addition, there is especially close coordination
between the urban planning assistance program and the open-space
land program.

As the neighborhood facilities program gets underway, there will be
opportunities for coordination with that program.

(b) With other units of your department or agency.—Activities of the
program have been coordinated with the Office of Program Policy,
Office of General Counsel, the Office of Metropolitan Development and
the Office of Administration—all located in the Office of the Secretary,
HUD.

As the program for advance acquisition of land of the Community
Facilities Administration gets underway, there should be greater op-
portunities for coordination with that program.

(¢) With other Federal Government departments or agencies.—Co-
ordination with other agencies is undertaken primarily through the
Interagency Recreation Advisory Council. In addition, a special type
of coordination is required between this program and the Bureau of
Qutdoor Recreation in the Department of the Interior. Executive
Order 11237 provides a basie division of responsibility between the two
programs.

Information concerning open-space applications is provided to the
Federal Aviation Agency and the Bureau of Public Roads so that the
proposed acquisitions will be consistent with their own future develop-
ment plans. Further coordination with other Federal agencies is
facilitated by the requirement that open-space acquisition and de-
velopment is consistent with the comprehensive planned development
.of each urban area in which the land is to be acquired. As the program
begins to operate more in low-income areas, there should be opportun-
ities for coordination with the Office of Economic Opportunity com-
Inunity action programs.

(d) With State governments or their instrumentalities.—URA has
close coordination with the States having local open-space assistance
programs. Since local applicants receive both Federal and State
funds to assist in land acquisition, steps have been taken to insure
comparability of procedures and requirements. Connecticut, New
Jersey, New York, California, and Pennsylvania have had especially
good coordination with the Federal Government in this program.

(e) With local governments or communities.—Since grants are made
directly to counties, special districts and municipalities, coordination
is assured with these public bodies. And since there is the dual
requirement for comprehensive planning and a unified program of
.open-space acquisition for the urban areas in which the land is being
acquired, coordination between local jurisdictions is being encouraged.
Under the program over 50 intergovernmental agreements for open-
space preservation have been signed for metropolitan areas through-
out the country.

(f) With foreign governments or international organizations.—Informa-
tion on the program has been provided to many foreigh governments
and to the UNESCO.
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(g) With nonprofit organizations and institutions.—The program has
worked closely with the League of Women Voters, National League
of Cities, National Association of Counties, the National Recreation
Association, American Institute of Park Executives, the National
Association of Housing and Redevelopment Officials, and other non-
profit organizations concerned with conservation and a better urban
environment.

(h) With business enterprises—There has been little contact with
business groups.

8. Laws and regulations

Public Law 87-70, approved June 30, 1961 (75 Stat. 149, 183, title
VII). (See “Basic Laws and Authorities on Housing and Urban
Development, 1965,”” p. 378.)

Amended by:

Public)LaW 88-560, approved September 2, 1964 (78 Stat. 769, 806,
sec. 1001).

Public Law 89-117, approved August 10, 1965 (79 Stat. 451, 595,
title IX).

Executive Order 11237 (30 F.R. 9433), July 27, 1965. (See “Basic
Laws s;nd Authorities on Housing and Urban Development, 1965,”
p. 383.

Executive Order 11017 (27 F.R. 4141), April 27, 1962. (See “Basic
Laws and Authorities on Housing and Urban Development, 1965,”
p- 386.)

Current appropriations:

Public Law 89-128, approved August 16, 1965 (79 Stat. 520).
(See “Basic Laws and Authorities on Housing and Urban Develop-
ment, 1965, p. 596.)

Supplemented by: Public Law 89-309, approved October 31, 1965.
(79 Stat. 1133, 1135). (See ‘“‘Basic Laws and Authorities on Housing
and Urban Development, 1965, p. 603.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE.
PROGRAM
9. Economic effects

Sections (a) through (h) deal with the effects of the program on
personal income, business, employment levels, the GNP, and other-
economic indicators. The open-space land program is not designed
to further economic goals, but to improve the quality of the urban
environment. Providing recreation facilities and acquiring land hav-.
ing value for scenic and conservation purposes does have a long-term
economic impact on the communities, but this is hard to quantify. In
some cases, property values are enhanced by neighboring parks; tour-.
ists and park users generate economic activity for businesses servicing-
these areas; and the preservation of a pleasant urban setting might
tend to halt economic decline of neighborhoods and cities. Further-
research is needed on these effects.

Of course, the direct expenditures made by the Federal, State, and
local governments under the Erogram would have the normal multi--
plier effect for any area in which they are made. As of September-
1965, the total amount of funds expended by all sources to purchase the
145,000 acres was $168 million. Of this amount $46 million were:
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Federal funds under the program. Most of the Federal funds were
expended in the following States:
Million

6. 7 | Pennsylvania_ .
5. 8| Connecticut___._
-—-  4.6|Miechigan________________..__._

The 30 other States each received less than $1 million in grants.
10. Economic classification of program expenditures. (See table 2.)

Program: Open-space land program.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Urban Neighborhood Services {formerly in Urban Re-
newal Administration].

TABLE 2.—Economic classification of program expendilures for fiscal year 1966

[In millions of dollars]
Federal government:

Purchases of goods and services.. _ .o 0.3

Grants to State and local governments__________ . _________________ 59

Total, Federal expenditures.__ _____ ___ .. 6. 2

Non-Federal expenditures. .. . e O]
1 Not available.

UrBaN BravutiricaTiON PROGRAM

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

The urban beautification program is designed to help create an
attractive urban environment most favorable to human development.
Large areas of our cities, while not yet blighted, are overcrowded and
uninviting—lacking in basic street, park, and other improvements so
important to a sense of community spirit. Such an environment
limits, rather than enhances the opportunities for full personal devel-
opment. The urban beautification program is designed to help com-
munities provide their people with more pleasant and desirable places
in which to live, work, shop, and play, by assisting them in under-
taking programs of beautification and improvement of parks and other
‘public places.

2. Operation

Grants cover up to 50 percent of the amount by which the cost of
activities carried under an approved local beautification program
exceed usual expenditures for comparable activities. Beautification
activities must take place on land which the public owns or controls,
and they must have “significant” and “long term’ benefits for the
community. Examples of eligible activities are the development of
parks, maﬁs, squares, and public waterfront areas with landscaping
walks, and minor recreation and outdoor exhibition facilities. Also
eligible are street improvements such as lighting, benches, tree plant-
ing, and decorative paving.

Activities funded under the program must be part of a community-
wide beautification program officially approved by the community’s
governing body. This program should be consistent with the com-
prehensively planned development of the community.
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3. History

The program was authorized by the Housing and Urban Develop-
ment Act of 1965 and is in its first fiscal year of operation.
4. Level of operations. (See table 1.)

Program: Urban beautification program.

Department or agency, and office or bureau: Department of Housing and Urban:
Development; Office of Urban Neighborhood Services [formerly in Urban Re-
newal Administration].

TaBLE 1.—Level of operations or performance, fiscal years 1966—-67 +
[Dollars in millions]

Fiscal year | Fiscal year
Measure 1966 1967
estimate estimate

(a) Magnitude of program:
Amount of grant approvalsinyear_.________________________________ $5 $10-
Number of grant approvals in year._____ 50 100

(b) Applicants or participants: Local communities 50 75

(c) Federal finances:

Unobligated appropriations available. - $5 $10-

Obligations ineurred ... $5 $10

Commitments made__.._-_-. $5 $10-
(d) Matching or additional expenditures. . _.

(¢) Number of Federal Government employees 2.
(f) Non-Federal personnel 3.

1 Not in operation in fiscal years 1964 and 1965,
2 Included in figures for open space program.
3Estimates not available.

5. Estimated magnitude of program in 1970

The Housing and Urban Development Act of 1965 authorized $36
million for the program. When this authorization is appropriated
and expended, it is probable that additional authorization will be
required, due to expanded demand to improve the appearance and.
the livability of our cities.

6. Prospective changes in program orientation

(@) Pending legislative proposals.—None.

(b) Proposed administrative and organization changes—There are no
announced organization or administrative changes pending as of’
January 1966.

(¢) Probable changes in the conditions under which the program will
Sunction in 1970; e.g., technological, economic, social.—It is still too-
early in the urban beautification effort to evaluate the factors which
will affect the future activities of the program. However, over the
past several years there has been an obvious increased concern with.
the general area of urban esthetics and of the impact this has upon
those who live and work there. A functional but sterile urban en-
vironment is not a satisfactory one. We would expect a continuation
of this concern.

7. Coordination and cooperation

(@) Within your bureau, division or office—Policy elements of the
urban renewal program (title I) and the ‘701” urban planning
assistance program are coordinated closely with the urban beautifica-
tion program. The experience gained in title I projects with improved
urban design is being applied to the urban beautification program.
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And urban design studies undertaken with “701” planning funds can
be implemented, in part, with beautification funds.

Also research and demonstration activities of all three programs are
closely related.

(b) With other units of your department or agency.—Activities of the
program have been coordinated with the Office of Program Policy,
Office of General Counsel, the Office of Metropolitan Development
aﬁlg I‘;he Office of Administration—all in the Office of the Secretary,

Site improvement and design activities of the Public Housing'
Administration and experimental housing and land planning activities
of the Federal Housing Administration have been keyed in to some
extent with beautification activities. Opportunities for closer coopera-
tion exist.

(c) With other Federal Government departments and agencies.—

oordination of Federal agency beautification activities will be
carried on through the Recreation Advisory Council which has been
expanded to include beautification, as well as recreation. In addition,
there have been bilateral contacts with the activities of the highway
beautification program of the Bureau of Public Roads and the Na-
tional Youth Corps activities of the Office of Economic Opportunity.

(d) With State governments and their instrumentalities.—There is a
potential for greater contact with the State governments, particular
i dissemination of information on the beautification program.
There has been little direct contact up to this point.

(e) With local governments or communities—The program deals
directly with local governments. To insure that eligible public
bodies coordinate their beautification activities, there is the require-
ment that these activities can be assisted only if they are part of a.
balanced communitywide beautification program officially approved
by the governing body of the community. Most of the applications
for urban beautification have come from cities, not counties or other
local jurisdictions.

(f) With foreign governments or international organizations.—None.

(9) With mnonprofit orgamizations and institutions—Among the
organizations cooperating with the program are the Council of Mayors,
the National League of Cities, the National Association of Housing
and Redevelopment Officials, and the combined Urban America—
Action Council for Better Cities.

(h) With business enterprises.—Many businesses, such as electric
utilities and manufacturers of signs, have expressed interest in the
program, but there has been no formal coordination.

8. Laws and regulations

Public Law 89-117, approved August 10, 1965 (79 Stat. 451, 494,
sec. 906). (See “Basic Laws and Authorities on Housing and Urban
Development, 1965,” p. 378.)

Executive Order 11237 (30 F.R. 9433), July 27, 1965. (See ‘“Basic
Laws and Authorities on Housing and Urban Development, 1965,”
p. 383.)

Executive Order 11017 (27 F.R. 4141), April 27, 1962. (See ‘“Basic
Laws and Authorities on Housing and Urban Development, 1965,”
p. 386.)
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Current appropriations:

Public Law 89-309, approved October 31, 1965, 79 Stat. 1133,
1135. (See “Basic Laws and Authorities on Housing and Urban
Development, 1965,” p. 603.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

Sections (a) through (h) deal with the effect of Federal programs
on personal income, business, employment levels, the GNP, and other
economic indicators. The urban beautification program is not
designed to further economic goals, but to improve the quality of
the urban environment so that there are more favorable conditions for
human development. Beautification activities might have a long-
term effect on preventing deterioration of a neighborhood or com-
munity, but little research has been done on this effect.

Also, the funds expended by the program would provide employ-
ment opportunities for persons of relatively low skill level. This
would be a direct benefit for those who actually worked on the projects.

Up to January 15, 1966, no grants have been made under the
program so there is no information which can be provided on the
economic impact.

10. Economic classification of program expenditures
The urban beautification program was not operating in fiscal year
1965.
NE1GEBORHOOD FACILITIES

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives
The neighborhood facilities program is aimed at helping localities
construct neighborhood or community centers, youth centers, health
stations, and other public buildings to rovide health, recreational,
social, or similar community services for the low- and moderate-
income residents of & community.

2. Operation

Grants may be made to a local public body for up to two-thirds (or
threa-fourths in areas approved under the Public Works and Economic
Development Act of 1965) of the development cost of the facility.

The facilities to be provided must be necessary for carrying out
programs of health, recreational, social, and similar community serv-
ices. As contemplated in the act, empflasis will be placed on projects
which will support a community action program under the Economic
Opportunity Act (antipoverty program), and projects which are so
located as to be of special benefit to low-income families. The
facilities developed must be of direct benefit to neighborhood residents,
ither providing wholly new services or extending current services so
that they offer new opportunities. They may be designed to educate
and motivate individuals to use existing services of which they are not
aware or which they do not know how to use. In other words, they
must be in addition to existing social services in the community.
They may be provided through new construction, acquisition and
necessary rehabilitation or remodeling of existing structures, or both.
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Grants may be made to cities, counties, or other political subdivisions.
having authority, under State or local law, to acquire or construct
neighborhood facilities. Nonprofit organizations—such as community-
action agencies—having the legal, financial, and technical capacity to
carry out the project may contract with the public body applicant to
own or operate the facilities. However, the municipality must retain
control over the use of the facilities. It isresponsible for assuring that
the facility is used for the purposes proposed in the application for
assistance and that no conversion to other uses occurs for a period of
20 years. Allneighborhood facilities developed under section 703 must
be consistent with comprehensive planning for the development of the
community.

The statute provides that a priority should be given to projects
designed primarily to benefit members of low-income families or other-
wise substantially the objectives of a community action program. It
is expected that most of the applications approved Wiﬁ qualify for-
priority consideration.

3. History

The neighborhood facilities program was authorized by the Housing:
and Urban Development Act of 1965,
4. Level of operations. (See table 1.)

Program: Neighborhood facilities .

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Urban Neighborhood Services [formerly in Urban Re-
newal Administration].

TasLE 1.—Level of operations or performance, fiscal years 1966-671

[Dollar amounts in millions}
Fiscal year | Fiscal year
Measure 1966 1967
estimate estimate

(a) Magnitude of program: :

‘Amount of grant approvals in year. ... $12 $25

Number of facilities approved. . 80 170-
(b) Applicants or participants: 2 Local communitie: 80 125
(c) Federal finances:

Unobligated appropriations available $12 $25-

Obligations incurred $12 $26-

Commitments made.... $12 $25-
(d) Matching expendituress.__._.... $5.1 $10.7
(¢) Number of Federal Government employees. 3 78-
(f) Non-Federal personnel 4. _

1 The program was not in operation in fiscal 1964 and 1965.

2 The term “local communities” does not necessarily imgly that the community involved will itself be
the formal applicant or participant. In some cases, other bodies may apply with the consent of the local.
governing body.

3 Based on Federal grant ratios of 663§ and 75 percent.

+ Estimates not available.

5. Estimated magnitude of program in 1970

Experience under the neighborhood facilities program is still too
limited to justify any valid estimates of performance several years into-
the future.

6. Prospective changes in program orientation

(e) Pending legislative proposals.—None.

(b) Proposed administrative or organizational changes—The Urban
Renewal Administration has been incorporated as a part of the new
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Department of Housing and Urban Development. Aside from this,
ther(f_ are no announced administrative or organizational changes
ending.
P (¢) Pgrobable changes in the conditions under which the program will
function in 1970; e.g., technological, economic, or social.—At this time
there are no estimates of possible impacts of changing technological,
economic, or social conditions on the operations of the neighborhood
facilities program.
7. Coordination and cooperation
(@) Within your bureau, division, or officc.—Coordination achieved
through normal administrative structure.
(b) With other units of your department or agency.—Discussions on
coordination have been held with the Public Housing Administration.
(c) With other Federal Government departments or agencies.—Discus-
sions on coordination have been held with the Office of Economic
Opportunity and the Department of Health, Education, and Welfare.
(e) With local governments or communities.—The neighborhood
facilities program will be carried out in direct cooperation with local
governmental bodies.

(d): (f): (g)) (h)7 and (i)-_None-

8. Laws and regulations

Public Law 89-117, approved August 10, 1965 (79 Stat. 451, 489,
sec. 703). (See Basic Laws and Authorities on Housing and Urban
Development, 1965, p. 298.)

Current appropriations:

Public Law 89-309, approved October 31, 1965 (79 Stat. 1133,
1135). (See Basic Laws and Authorities on Housing and Urban
Development, 1965, p. 603.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

Operations of the neighborhood facilities program are still too
limited to permit any valid judgements on economic effects.

10. Economic classification of program expenditures

The neighborhood facilities program was not operating in fiscal
year 1965.

(Nore.—In national income terminology this is considered a grant
to local governments.)

Low-IncomMe Housing DEMONSTRATION PrROGRAM

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives

The program was created by section 207 of the Housing Act of 1961,
which authorized grants to public and private organizations for de-
veloping and demonstrating new or improved means of providing
housing for low-income persons and families.

The original authorization of $5 million was increased to $10 million
under the Housing Act of 1964 and to $15 million under the Housing
and Urban Development Act of 1965. Eligible demonstrations in-
clude but are not limited to canstruction techniques. Other aspects,
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such as design, land acquisition, land use, rehabilitation and financing
can be and are being dealt with.

2. Operation

The Secretary of the Department of Housing and Urban Develop-
ment makes grants to eligible agencies for eligible demonstration
projects. Applicants deal directly with the program staff, lodged in
the Office of Program Policy. The final decision rests with the
Secretary.

An advisory committee of nationally known experts in housing,
architecture, construction technology, and social welfare assists with
selection of the most promising proposals.

In selecting proposals the Department considers the judgment of
the advisory committee and receives assistance from staff of depart-
mental operating programs.

Demonstration funds are generally not used for financing the
development of the housing which is the context of the demonstration,
but for the conduct of the demonstration as such, its evaluation, and
the preparation of a report.

The evaluation, in most cases carried out by a third-party under
contract with the grantee, is an integral part of each demonstration,
the purpose being the development of guidelines for application of the
new techniques, mechanisms, and principles to other situations and
in other localities.

3. History

By the end of fiscal 1965, a total of $6,086,282 had been allocated to
39 agencies. Grants ranged from a low of $40,000 to a high of
$764,351, with an average of approximately $156,000. The first
contracts were approved in June of 1962.

4. Level of operations. (See table 1.)

Program: Low-income housing demonstration program.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Demonstration Programs Administration.

TaBLE 1.—Level of operations or performance, fiscal years 1964—67

Unit Fiscal 1964 | Fiscal 1965 | Fiscal 1966 | Fiscal 1967
estimate estimate

»(ag Approved projects (39) ! . _ ... 9 7 8 14
(b) Participating bodies (39) . .- ______ 9 7 8 14

State government )| —— 2 3 0 (0]

Local governments (15) .. .. ___.__________ 1 1 2 (0]

Nonprofit groups (17) - -« oo oo ae_ 8 3 6 )

(¢) Federal finances: 3

Unobligated appropriations available..._._.._. $1,000, 990 | $1, 275,000 | $1,275,000 | $2, 575, 000
Obligation incurred. . _| 81,056,990 | $1,227,700 | $1,227,700 | $2, 500,000

(d) Matching expenditures_____________________. ... *) O] O] (O]
(¢) Number of Federal Government employees......__ 53 53 53 7
(f) Non-Federal personnel. . _________________.______._ 0 0 0 0
g) Other measures_. - 0 0 0 0

1 Figures in parentheses refer to all projects approved since the beginning of the program.
2 Cannot be predicted at this time,

3 Difference between the 2 figures for each year represents administrative expenses.

4 Information not available.

& 1 director, 2 program assistants.

¢1 director, 6 assistants.

6. Estimated magnitude of program in 1970

The probable program level in 1970 cannot be estimated. An
increase over recent and current levels is considered both desirable
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and necessary. This is consistent with the administration’s emphasis:
upon development of programs and techniques that help the poor.
Improvement of the housing conditions of low-income families is a
major goal, and all possible ways to reach this objective should be-
tested and evaluated.

6. Prospective changes in program orientation

(@) There are no legislative proposals pending which would change-
the program orientation.

(b) Increased staff is urgently required to follow up the increasing-
number of demonstrations; to assist participating bodies in execution,
evaluation, and reporting; and to assure useful results from the:
investments made by the Government.

(¢) The program orientation depends on trends in housing and
other social policy. If a new method tested under the demonstration.
program becomes, through legislation, part of an operating program,
1t is no longer a suitable object of a demonstration. A case in point.
is the rent supplement program, first pioneered under the demonstra-
tion program, which is now incorporated in the 1965 Housing and
Urban Development Act.

The emphasis on human development, inherent in the Economic
Opportunity Act, the fact that State governments are taking an.
increasing interest in housing in their States, and the need to utilize:
new technology in developing low-cost housing play a growing role:
in the emphasis of the program.

Supplementary funds from OEO to one of the grantees enlarged
the scope of the demonstration carried out by the city of New York.
The first contract with a State government was approved in June 1965
(California) followed by contracts with the State of North Carolina
and the Commonwealth of Pennsylvania in June of 1965. The pro--
gram is likely to be oriented more strongly in the future than it has-
been in the past to problems of how to translate technological ad--
vances into lowered cost of housing. '

The program will continue to be flexible and imaginative in ap-
proach. Regardless of what form or organization 1t will have in:
1970, it will maintain its emphasis upon finding ways to get better
housing for the low-income families and the poor.

7. Coordination and cooperation

Because of its small staff, which cannot provide expertise in alli
fields of housing, the demonstration program, which operates nation--
wide and which involves technical, financial, and other types of
expertise, relies heavily on advice, guidance, and consultation from:
other parts of the Department and the Government.

(¢) Within the Office of Program Policy advice is received from-
virtually all members of the staff.

() The Department’s Coordinating Board on Research and
Demonstrations, chaired by the Director, Office of Program Policy,
and on which the demonstration program is represented, establishes-
guidelines for areas of program activity and reviews proposals before
they are approved.

(i) Many proposals require coordination with and the coopera-
tion of other branches within the Department. In most cases,
the basic financing for the housing which constitutes the demon-
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stration setting, is obtained through the use of customary
financing aids supplied under PHA and FHA programs.

(i1) Cooperation agreements take the form of informal and
formal consultation, exchange of memorandums of understand-
ing, ete.

Beca{;use each demonstration usually requires a different form of
cooperation, the procedures are not formalized but developed on a
case-by-case basis.

(¢) Cooperation with other Federal departments or agencies is re-
quired less frequently because most of the program resources are
lodged within the Department. However, the Bureau of Indian
Affairs is directly involved in one demonstration dealing with self-hel
housing on Indian reservations. Conferences have been held wit
representatives of OEO, USDA, and others for the purpose of coor-
dinating efforts that might have beneficial results for more than one
agency.

(d) State governments are participating bodies in three cases; State
universities in another four.

(e) Local governments are participating bodies in 4 cases; local
housing authorities in an additional 10.

(/) The program has had no dealings with foreign governments or
international organizations. On occasion, program staff provides
orientation on the program to foreign visitors.

(9) Slightly less than one-half the grant contracts are with private
nonprofit corporations. They include general community welfare
organizations, special community-purpose organizations, and one
educational institution.

(k) Numerous business organizations approach the program for
grants for what, in effect, would be product development. The
program, however, cannot make grants to profit-motivated organiza-
tions or individuals. A number of demonstrations were stimulated
by business groups, but are being carried out by nonprofit organiza-
tions. For example: a builder helped initiate the demonstration of
the University of Florida, under which low-income families acquire
owner-occupied houses under modified credit criteria. The Home
Builders Association of Tulsa, Okla., initiated a demonstration,
carried out by the city of Tulsa, under which low-income families
acquire new houses under a lease-with-option-to-buy arrangement,
A demonstration designed to a.pEly modern engineering techniques to
rehabilitation is carried out by the Institute of Public Administration.
The T. Y. Lin Corp. carries out the technological work under a third-
party contract.

8. Laws and regulations

Section 207 of the Housing Act of 1961 (75 Stat. 165, 42 U.S.C. 1436
(June 30, 1961)), authorized the Housing and Home Finance Ad-
ministrator to enter into contracts to make grants not exceeding $5
million to public or private bodies or agencies to develop and
demonstrate new or improved means of providing housing for low-
income families.

Section 203(e) of the Housing Act of 1964 (78 Stat. 784 (Sept. 2,
1964)), amended the 1961 act to authorize demonstrations of the
types of housing and the means of providing housing that will assist
low-income persons or families who are handicapped.

S— e
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Section 407 of the Housing Act of 1964 (78 Stat. 796 (Sept. 2, 1964)),
increased the amount authorized for the program to $10 million.

Section 1105 of the Housing and Urban Development Act of 1965
(79 Stat. 503 (Aug. 10, 1965)), increased the amount authorized for
the program to $15 million.

The low-income housing demonstration grant program is subject
to regulations issued by the Department of Housing and Urban De-
velopment to effectuate title VI of the Civil Rights Act of 1964. (24
CFR, subtitle A, pt. 1.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE.
PROGRAM
9. Economic effects

The demonstration program is too small—$6 million committed
since its start in 1961—to have a discernible direct effect on the in-
come level of persons served, the distribution of income, employment.
levels, business stimulation, or the gross national product. The pro~
gram is geared to the development of new methods and techniques,
and the number of housing units produced in the process is incidental,
and usually small. (Nore.—The dollar volumes of housing produced
under this program, and employment and payroll generated would be:
included within the figures provided for F¥HA and PHA programs.)

Housing demonstrations produce guidelines for policy and insights.
for the decisionmaking process. The economic value of such guide-
lines lies in the future avoidance of improper policies, as well as the
institution of new programs designed to achieve national goals more
expeditiously, at lower cost, and at greater benefit to families and com-
munities. A small breakthrough in the technological field is likely
to be worth many times the small government investment. The value
of mistakes avoided cannot be measured; it can be great, indeed.

The economic and technical potentials of each proposal are scruti-
nized to the degree necessary to assure a fair chance of suceess, not
to guarantee it. Since it is the objective of the program to venture
new approaches and to explore as yet untried and unproven alterna-
tives, no more than a fair chance can and should be assured. Even
outright failures serve a useful purpose in that they document as in-
feasible or undesirable certain approaches before they become part
of an operating program.

None of the demonstrations is, as yet, completed. The first reports
will become available during the current fiscal year.

10. Economic classification of program expenditures

No tabular presentation of economic effects of program expendi-
tures is provided, primarily because of the relatively insignificant
amount of its expenditures. Moreover, because each project is dis~
tinet from all others, a prohibitively detailed analysis, project by
project, would be necessary.
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RenTt SuprLEMENT PROGRAM

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives

The program is intended to produce privately owned rental housing
which will serve certain categories of low-income families. Housing
to be provided under this program, whether new construction or
substantially rehabilitated units, will be financed at market rates of
interest under the FHA section 221(d)(3) program. Under ordinary
circumstances, the rent required for such housing would be out of the
financial reach of poor families. The rent supplement program,
however, makes these units available to low-income households by
virtue of a rent supplement payment, made by the Federal Govern-
ment to the eligible private owner of the project. The amount of
this rent supplement will represent the difference between the rent
which the eligible occupant can pay, on the basis of a 25-percent
rent-to-income ratio, and the market rent which is required to amor-
tize the project and pay for its operation and maintenance. This
program represents a radically new approach to answering the housing:
needs of low-income families, through a partnership between private
ownership and the Federal Government. The private owners who
are eligible to enter into rent supplement contracts are restricted to
private nonprofit organizations, hmited dividend corporations, and
cooperative groups.

Families eligible to obtain rent supplement payment benefits are
those with incomes below limits set in each locality—generally the
same as for public housing—and who are either: (1) occupants of
substandard housing, (2) elderly, (3) physically disabled, (4) govern-
mental action displacees, or those whose housing units were severely
damaged or destroyed by natural disasters occurring after August 10,
1965. In addition to the foregoing requirements, eligibility is con-
fined to families with assets of less than $2,000, or $5,000 in the case
of the elderly.

2. Operation

As of this reporting date the program is not yet in operations
Although authorized under the Housing and Urban Development Act
of 1965, it has not yet been funded, and appropriation act approval
from the Congress has been requested. The following describes how
the program will operate once contractual authorization funds are
made available.

The primary responsibility for administering the rent supplement,
program will rest with the Federal Housing Administration, a con-
stituent agency of HUD. Responsibility for issuing mortgage
insurance commitments will rest with the 76 individual local insuring
offices of FHA. The Secretary of HUD, however, will retain re.
sponsibility for defining the eligible market for such housing (i
terms of income limits), and he will also allocate the program author-
izations for rent supplement payments by regions, and by individual
market areas.

The project will be built under the FHA section 221(d)(3) mortgage
insurance section. The mortgage limits to be established for such
housing will assure that the housing production will be of modest, but
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.adequate nature. Mortgages for these projects will be at market
rates of interest, and private financing will supply the mortgage funds.
Once issued, these mortgages will be eligible for purchase under the
regular secondary market operations of the Federal National Mortgage
Association.

Project owners will enter into a contract with FHA for the 40-year
life of the mortgage. This contract will establish the amount of rent
supplement payments which will be paid in behalf of eligible low-
income household occupants. The level of the payments will be

redicated on the number of low-income families that will be served
in the project, and the amounts of rent supplement payments that
these families will require.

Applicant families will be certified by FHA as to income and asset
-eligibility and also as to other criteria of eligibility, e.g., elderly
status, occupancy of substandard housing, etc. Continued eligibility
as to income and assets will be recertified at each lease expiration. As
household incomes rise, the occupant families will pay higher rents—on
the same 25-percent basis—until they reach the full market rent re-
quired for the unit. These higher income families will not be required
to move, but can remain in occupancy by paying the full rent.

A number of projects will be designed so that individual units can be
purchased by tgeir occupants on a lease-purchase basis. During the
.course of occupancy, these families may pay ‘“‘extra” funds into an
.escrow account. When family incomes increase to a level at which
full housing costs can be met and the required small downpayment is
accumulated, a separate mortgage will be written for the unit, and the
-occupant will assume title.

Project owners will, in the great majority of cases, pay full real
.estate taxes. Earnings from interest will be subject to full corporate
and personal income taxes.

3. History

This is a newly authorized program, as yet unfunded. Itslegislative
background indicates that the Congress was concerned with flexible
and alternative means of directly serving the housing needs of low-
income families. Heretofore, the only Federal program able to serve
such families had been the low-rent public housing program, wherein
the partnership relationship was between two public bodies. The
rent supplement program will now enable certain types of private
owners to develop and operate such housing. In conjunction with the
direct construction, leasing and acquisition and rehabilitation pro-
grams of the Public Housing Administration, the rent supplement
program will supply both an expanded magnitude and a more diverse
set of alternative housing choices to the poor.

4. Level of operations. (See table 1.)

Program: Rent supplement program.
D%artment, or ageney, and office or bureau: Department of Housing and Urban
evelopment.
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TABLE 1.—Level of operations or performance, fiscal years 1966-67

Fiscal year | Fiscal year
Measure 1066 1067
estimate estimate
(a) Magnitude of the program (dwelling units) 50, 000 58, 000
Nore.—Proposed budget authorizations are for contracts for up to
$30,000,000 in annual payments in fiscal year 1966 and $35,000,000 for
fiscal year 1967. These contracts normally will run for 40 years.
HUD assumes an average rent supplement benefit of $600 per family
per year.
(b) Applicants or participants:
State government agencies. None None
Local communities or governments. None Nons
Individuals or families None None
Number of project owners___... 330 385
NoTteE.—Assume that each project will contain an average of
150 families who will receive rent supplement payments.
(¢) Federal finances:
Unobligated appropriations available
Obligations incurred O] O]
Allocations or commitments made
(d) Matching or additional expenditures for the program. . ......__._.___.._ None None
(¢) Number of Federal Government employees administering, operating, or
supervising the activity. - 90 105
(f) Non-Federal personnel employed in the Program. . c..oceoocicomomcaenes None None
(g9) Other measures of level or magnitude of performance. ... . _...._._ ® @

1 Program not yet funded. Necessary appropriation action to permit rent supplement contracts has been
requested of Congress.
3 Not applicable.

5. Estimated magnitude of program in 1970

The Housing and Urban Development Act of 1965 authorized
contractual ob%igations for annual rent supplement payments which
will reach a cumulative level of $150 million per year as of July 1,
1968. This reflects a first-year authorization of $30 million, with
subsequent additional authorizations of $35, $40, and $45 million a
year for the next 3 fiscal years. It is expected that congressional
authorization for fiscal year 1969 will either follow the same pattern
of increase (to $50 million), or will extend the fiscal year 1967 or
fiscal year 1968 levels of $40 to $45 millions.

Preliminary estimates of the potential market for rent supplement
housing show about 3 to 4 million eligible households. The rent
supplement program will, from its 4-year authorization, serve about
250,000 of these families. It should be noted that the low-rent public
bousing program will also serve the same general market, and its
4-year authorization, under the Housing and Urban Development
Act of 1965, will provide about 180,000 units that can serve the poor.
The 2 programs, combined, will serve only a fraction of the potential
need, from 10 to 14 percent, depending upon whether the 3 or 4
million universe figure is used for computation.

Certain internal changes in the potential market for such housing
will probably occur. As personal incomes continue to rise and high
levels of employment are maintained, the number of nonelderly
families in substandard housing will probably decrease, duplicating
the 1950-60 experience. This, however, will be partially offset by the
increasing numbers of elderly whose low retirement incomes will make
them eligible for these program aids. A third major source of market,
governmental action displacement, will probably continue to show
moderate increases.

65-735—67—vol. 3—-=%8
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6. Prospective changes in program orientation

(a) Pending legislative proposals: There are none at the present
time.

() Proposed administrative and organizational changes: The pro-

am is not yet in operation. Program experience must be gained
%fsfore the need for change becomes evident.

(¢) Probable changes in the conditions under which the program
will function in 1970: As indicated above, it is possible that the
elderly will constitute an increasing segment of the effective market.

It should be also noted, at this time, that the rent supplement
program authorizes 10 percent of the funds to be used under an
experimental program. Five percent, or half, can be used in connec-
tion with projects which are financed under the FHA section 221(d)(3),
below-market-rate-of-interest program. The combination of more
advantageous financing (presently authorized at 3 percent) and rent
supplements will allow families with extremely low incomes to be
served. The other 5 percent will be used in housing-for-the-elderly
projects, financed either under the market-rate-of-interest, FHA
section 231 program, or under the below-market-rate-of-interest, Com-
munity Facilities Administration section 202 direct loan program.
The latter will also allow elderly families of very low income to be
served. If the experience gained with regard to this experimental
effort proves to be a feasible method of housing very low-income
families, it might be expanded.

7. Ooordination and cooperation

(a) Within your bureauw, division, or office.—The Secretary’s office
will develop criteria and standards for more precise evaluation and
measurement of needs for rent supplement housing, and it will develop
improved measures for coordinating programs which serve this same
market. It will define the market to be served in various localities,
and it will allocate, by region and housing market, the amounts of
rent supplement housing to be built.

These activities will be lodged in the Office of Program Policy,
which is a comparatively small organization. No problems of internal
coordination are anticipated.

(b) With other units of your department or agency.—As indicated
previously, day-to-day administration of the program is delegated to
the Federal Housing Administration. The FHA will be headed, by
statate, by an Assistant Secretary of HUD. No problems of coordina-
tion or cooperation are anticipated.

With the increasing number and complexities of housing programs,
there will be greater need to obtain improved program coordination
and more precise allocations of all HUD program resources to indi-
vidual bousing markets. This will be pursued, and one of the most
important mechanisms for securing these goals will be a stepped-up
program of housing market analysis.

(c) With other Federal Government departments or agencies.—Since
the rent supplement program is intended to serve the poor, we antici-
pate that coordination and cooperation will be strengthened with all
agencies and departments that have programs serving this group.
In addition to the Office of Economic Opportunity and its local
extensions through the communitv action programs, we expeet close
cooperation, for example, with HEW. Such coordination has already



HUMAN RESOURCES PROGRAMS 981

been established between HEW and PHA in the operation of low-rent
public housing projects where HEW and local and State agencies
bring concerted social services to low-rent-project occupants. We
also expect closer contact and collaboration with the Department of
Agriculture regarding possible program overlap in smaller com-
munities.

(d) With State governments or their instrumentalities.—This will occur
in the areas of supplying various kinds of social services to the occu-
pants of rent supplement housing. This will probably occur with
highest intensity in rent supplement projects which have a pre-
ponderance of occupancy by the elderly.

(e) With local governments or communities.—See comment (d) above.

(f) With forexgn governmenis or international organizations.—None
required and none expected.

(g) With mnonprofit organizations or institutions.—These private
groups will constitute a major source of sponsorship under the rent
supplement program.

At the present time, HUD is cooperating with OQEQ in that agency’s
proposed program to develop suitable and adequate nonprofit sponsor-
ship for various kinds of housing development—notably, rent supple-
ment housing. OEO contemplates a program whereby it will supply
“seed money”’ to help formation of such nonprofit sponsor organiza-
tions, develop management competence, and support possible financial
II?ISE[SZS incurred in the development of suitable project proposals to

(h) With business enterprises.—Limited distribution corporations
and cooperative groups will be eligible sponsors under the rent supple-
ment program. (Note: The largest category of sponsors under the
FHA section 221(d)(3) below-market-rate-of-interest program has
been of the limited dividend nature.)

(7) With others.—There will be continuing relationships and con-
tacts with professional housing and planning organizations and with
professional industry groups.

8. Laws and regulations

The enabling legislation for this program is the Housing and Urban
Development Act of 1965, Public Law 89-117, 89th Congress, August
10, 1965. The program is authorized under section 101 of the act.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(a) Effects on personal incomes of persons served and on the distribu-
tion of personal incomes.—The rent supplement payment benefits will
not increase the disposable incomes of project occupants, except to the
extent that a number of occupant families may wind up paying a lower
proportion of income for rent than previously. These possible bene-
fits cannot be estimated at this time,

(d) Effects on placement or productivity of workers, or both, and on
their earnings.— An improved environment may stimulate the desire of
occupant families to seek a better way of life; in so doing, they may
take advantage of those aids and programs which will improve their
earning capacities. The rent supplement program will support such
motivations, since an increase in income will not jeopardize continued
occupancy in the rent supplement project.
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(c) Effects on business or industrial organization and management.—
Viewed from the standpoint of our Nation’s total housing production,
the rent supplement program will supply a significant impact. An
initial rent supplement program that serves 50,000 families represents
3.3 percent of the 1.5-million unit annual housing output. These
represent units which would, undoubtedly, not have been built other-
wise. A premise used for planning purposes is that the typical size of
projects built under this program will run to about 180 to 200 units,
with about 150 of these occupied by families who receive rent supple-
ment payments. Projects of this size are pot, ordinarily, considered
large enough to support development of major new shopping centers,
although they may provide a purchasing power nucleus for supporting
building, or expansion, of neighborhood shopping centers.

(d) Effects on the stability, level, volume, or other aspects of employ-
ment, wages, costs, production, sales prices, or other phases of economic
activity.—Based upon BLS estimates, the construction which will flow
from rent supplement program authorizations will generate the follow-
ing volumes of business activity, employment, and payroll: (Note: for
comparative purposes, indexes and earnings are held constant for the
4-year period.)

Fiscal year | Fiscal year | Fiscal year | Fiscal year
1966 1967 1968 1969

Dollar value of construction ! (millions)..._.... 318 371 424 477
On-site and off-site man-years of employment

(rounded)._.._ 33. 000 38, 000 44, 000 49, 000
Payroll (milllons of dollars, rounded)...—.--—-. 190 221 253 285

1 Assuming averago value of $12,500 per unit, of which approximately $10,600 is represented by outlays
for site improvement and housing construction. This latter figure is reflected in above computation.

The foregoing will be noninflationary. According to Department
of Labor information, present underemployment in the construction
industry can support increments of hiring which are substantially
greater than the increased employment needed to support the rent
supplement housing program. The attendant requirements for build-
ing’ materials and housing equipment (in light of the 3.3 percent
addition by this program to total housing starts, mentioned previously)
represent no more than the anticipated productivity increases in these
industries.

(¢) Other benefits.—The rent supplement program, in conjunction
with continuing housing production under tge low-rent public hous-
ing program and under the section 221(d)(3) below-market rate of
interest program, will have the broad effect of increasing the supply
of standard housing available to and within the capabilities of the
poor. This, in turn, will have the longer range effect of tending to
reduce rents for private housing available to the poor. In turn, this
will allow lower-income families to allocate increased portions of their
incomes to other vital consumer needs. Private landlords, faced with
increased competition, will be motivated to improve their properties
in order to attract tenants. Where rehabilitation is not economically
feasible, private landlords will remove properties from the market—
a consequence which would not have been possible under “shortage”
conditions.

(f) Pertinent geographic differentials.—Rent supplement projects
will be initially produced where needs are greatest and where private
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builders are most ready to take advantage of the new vehicle. Urban
renewal activities are expected to supply many sites for these projects
which will be built within the central cities of large metropolitan areas.

(¢9) The measurable contribution of the program to either the magnitude
or the rate of growth of the gross national product.—The following identi-
fies the relationship of economic contribution of the rent supplement
program to the GNP.

Fiscal year | Fiscal year | Fiscal year | Fiscal year
1966 1967 1968 1969
Dollar value of construction (millions). ...._.._ 375 437.5 500 562.5
Estimated GNP (billions of dollars)..._..__..._ 670 730 765 800
Percent of dollar value of construction to GNP_ 0. 056 0. 060 0. 065 0.070

The foregoing assumes that rent supplement housing will represent
net additions to the GNP that would otherwise not have occurred.
It should be noted, however, that the volume of new rental housing
starts has been declining during the last year. In this regard, the
rent supplement program provides a desirable “offset’’ to declines that
might seriously affect the health of the economy. The “lead’ cyclical
effect of the construction industry is well known; any program which
can contribute to the stability and orderly growth of the homebuilding
industry will have a value far greater than the actual dollar volume
of benefits which is involved.

10. Economaic classification of program expenditures
The program was not funded in 1965. Administrative expenses
were provided in Supplemental Appropriation Act, 1966, dated
October 31, 1965.
CoirLEGE Housing Program

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives

The college housing program was created by title IV of the Housing
Act of 1950 to assist educational institutions, through long-term
Federal loans, in the construction, expansion or rehabilitation of dor-
mitories and other housing for students and faculty. The program has
since been expanded to cover service facilities such as dining halls,
student unions, and infirmaries and to cover housing for student
nurses, interns, and resident physicians at approved hospitals.

2. Operation

The program is conducted in the seven regional offices of the De-
partment of Housing and Urban Development under the direction of
the regional director of community facilities with general policy
supervision by the central office of the Community Facilities Adminis-
tration. Eligibility, financial, legal and engineering reviews are con-
ducted on each application. Actual construction is the responsibility
of the borrower with the Government a third party to the contract,
performing specified inspection only.

Loans under the college housing program may be made only to the
extent that the applicant institution is unable to obtain the necessary
financing elsewhere on equally favorable terms and econditions.
Loans are made through Government purchase of bonds issued by the
college or hospital. 'The bonds are first offered for sale in the open
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market, by means of public advertisement, and are purchased by the
Government only when there is no other equally favorable offer by
private investors or bond houses. The Government may purchase
all or only a part of the bond issue. Loans may be made for up to
100 percent of the eligible costs of developin%1 and constructing
projects. However, financial participation by the applicant is en-
couraged to the extent possible.

The program is financed through a revolving fund which is funded by
an authorization to borrow from the Treasury as a public-debt trans-
action. The initial enactment in 1950 provided a borrowing authoriza-
tion of $300 million; this amount has been increased on several occa-
sions to a cumulative total of $3,175 million during fiscal year 1966.
Program policies are directed toward the development of sound loans
to protect the interests of the Federal Government, private lenders,
and the borrowers. The success of the Agency efforts in this regard
is attested to by the fact that as of June 30,1965, more than $1,883
million in bond issues were held by the Agency, none of which was in
default. Loans may be repaid over a period not to exceed 50 years.

3. History

The college housing program was enacted as title IV of the Housing
Act of 1950 to provide loans for the construction of housing on college
campuses. It provided an initial authorization of $300 million to
fulfill the purposes of the act.

Plans to carry out the mandate of title IV were suspended when the
Korean war began, and the need to conserve construction materials
became pressing. However, in December 1950, a Presidential
Executive order made available $40 million of the $300 million that
had been authorized, with the stipulation that funds were to be used
only for college housing that contributed to defense activities. This
defense-connected requirement lasted until August 1953.

Amendments adopted during the 84th Congress broadened the types
of facilities which could be included under the program to include
cafeterias, dining halls, student centers, or unions, health facilities,
and other essential service facilities for students (the 1950 act pro-
vided these facilities only for students in dormitories financed by the
college housing program); lowered the interest rate; and increased
the size of the loan fund by $200 million.

The new lower interest rate stimulated a flood of loan applications.
During fiscal year 1956, 388 applications for loans of $430.2 million
were filed, as compared with the previous 5 fiscal years, when there
had been a total of 460 applications for $340.7 million in loans.

The Housing Act of 1956 added another $250 million to the $500
million already authorized. In 1957 the loan fund was increased by
$175 million, and in 1958 by yet another $250 million. There was not
any authorization in 1959, because no Housing Act was passed. In
1960 the authorization was increased by another $500 million.

The Housing Act of 1961 was a high point in the development of the
program. The act provided funds for 4 years, instead of annually
as in the pust. Furthermore, it raised the annual rate of authoriza-
tion for fiscal years 1962 through 1965 to $300 million, which was
almost double the average annual rate of $165 million in the first 10
years of the program.

During the 89th Congress in 1965, eligibility under the program was
broadened to include new colleges and certain public vocational and
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technical institutions. The interest rate was changed from a com-
puted rate which had been in effect since 1955 to & maximum of 3
percent. In addition, cumulative authorizations under the program
were increased $300 million a year through fiscal year 1969, bringing
the total authorization to $4,075 million.

4. Level of operations. (See table 1.)

Program: College housing program.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Housing Assistance Administration [formerly in Community
Facilities Administration].

TaBLE 1.—Level of operations or performance, fiscal years 1964—67

Fiscal year
Measure and unit

1964 1665 1966 1967
estimate | estimate

(a) Mag?litude of program:

....... 247 244 222 201
Amount (millions) - oo $307.7 $338.8 $347.5 $325.7
(2) Construction starts 210 226 211 278
(3) Construction completions_ ... _.__.._____ 243 231 245 220
(4) Housing accommodations and related facilities
approved:
Men students. _ 36, 578 36,326
Women students. 36, 016 31,016
Student families 1,579 907
Faculty. . 71 274
(b) Applicants or participants:
Colleges and hospitals (applications). . oo ooooooeeeea - 316 352
Colleges and hospitals (millions) ... . $427.0 $526.0

(¢) Federal finances:
Unobligated appropriations:

Available (millions)..._. $300.0 $300.0 $300.0 $300.0
Number (fund reservations). . __._.._..________ 239 208 182 184
Amount (fund reservations) (millions) . ..._.._. $208.5 $203. 2 $300.0 $300. 0
(d) Matching or additional expenditures None None None None
(e) Number of Federal employees. - oo ouoommooceooo. () @) (O] @
(f) Non-Federal personnel 0 0
(9) Other measures of level. O] @) @ @)

1 Acceptance of applications was suspended Jan, 31, 1966. The fiscal year 1967 estimates assume the
suspension will be lifted late in the fiscal year.
2 Not available.

5. Estimated magnitude of program in 1970

Any estimate of the program level in 1970 must be made in the
context of broad economic-budgetary-social-educational policy. It is
conceivable that a demand could exist in 1970 to support a program
level in excess of $1 billion annually.

6. Prospective changes in program orientation

We do not foresee any significant change in program orientation or
emphasis within the next few years.

7. Coordination and cooperation

(@) Coordination of the college housing program within the Com-
murnity Facilities Administration is accomplished through the Assist-
ant Commissioner for Operations and Engineering. The program
depends on other organizational units for services and technical
assistance.

(b) Coordination with the Commissioner of Education is maintained
on determining eligibility of educational institutions for participation
in the program.
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(¢) Coordination with colleges and universities is coordinated
through an Advisory Committee, appointed by the Administrator,
representative of colleges and educational associations.

8. Laws and regulations

Housing Act of 1950, Public Law 81-475, April 20, 1950 —Program
enacted with authorization of $300 million for 40-year loans for the
construction of college housing.

Housing Amendments of 1958, Public Law 83-94, June 30, 1953.—
Changed basis of determining interest rate.

Housing Act of 1954, Public Law 83-560, August 2, 1954.—Changed
effective date when ‘‘current interest rate’’ is applied.

Housing Amendments of 1956, Public Law 84-846, August 11, 1956 —
Eligible facilities broadened to include separate dining halls and
cafeterias, student unions, and student centers, infirmaries and ‘“‘other
essential service facilities.”

Authorization increased from $300 to $500 million, with not to exceed
$100 million to be used for facilities other than housing. Automatic
interest rate reestablished. Maximum term of loan increased from
40 to 50 years. Certain nonprofit corporations made eligible for loans.
Reduced interest rate extended retroactively to certain previously
approved loans.

Housing Act of 1956, Public Law 84-1020, August 7, 1956.—In-
creased revolving fund by $250 million.

Housing Act of 1957, Public Law 85-104, July 12, 1957 —Amended
eligibility provisions of law. Increased revolving fund by $200
million. Twenty-five million dollars sublimitation for nursing stu-
dents or intern housing.

Housing Act of 1969, Public Law 86-372, September 23, 1959.—
Cosignature on note of student housing cooperatives.

Housing Act of 1959, Public Law 86-788, September 14, 1960.—
Cosignature on note of student housing cooperatives.

Housing Act of 1961, Public Law 87-70, June 30, 1961.—Changed
maximum cumulative total loans which could be made to institutions
within any State from 10 to 12} percent.

Housing Act of 1964, Public Law 88-560, September 2, 1964.—Eligi-
bility changes.

Housing Act of 1966, Public Law 89-117, August 10, 1965 —Eligi-
bility broadened to include new colleges and certain public vocational
and technical institutions. Interest rate fixed at 3 percent maximum.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(@) The direct loan program has made possible lower costs of
housing for college students and faculty by virtue of lower interest
rates and longer terms for loans. Current rate for private financin
is approximately 4 percent for 35 years, as compared with the Federa.
loan maximum rate of 3 percent for 50 years. The difference in amor-
tization is about $4 per thousand per year. Assuming average costs
for space of $5,000, there is a rental saving possible of $20 per student
per year. Assuming that approximately 70,000 spaces will be pro-
vided, gross savings will total approximately $1.5 million per year
through 1968. Further, it is quite possible that students will be able
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to obtain college educations because housing is available through the
dhﬁact loan program who might not otherwise have been able to go to
college.

®), (e), (d), (&), and (f) not applicable.

1t 1s very difficult to relate this program to the gross national

product. However, some studies indicate that a college education
increases the earning capacity of a person by about $3,000 per year,
as compared to the high school graduate. Since housing can provide
college educational opportunities which might not otherwise be avail-
able, the college housing program has an impact on the increased
earnings mentioned above. In addition, the construction costs and
salaries of providing the additional college housing facilities do con-
tribute to GNP, as indicated in (A) below.

(h) Other economic effects:

(1) About 80 percent of a loan goes for construction and other
labor, which produces about 15 percent in Federal taxes, and
one-quarter of this in State and local taxes.

(2) About one-half of the loan is for materials, on which there
is an average sales tax of 2 percent.

(3) Each project produces an increase in the number of man-
years of labor, assuming that 80 percent of the project is con-
struction cost, and that each $1,000 produces 207 man-hours of
labor, and an average of 2,000 man-hours makes up a man-year.

10. Economic classification of program expenditures. (See table 2.)

Program: College housing program.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Housing Assistance Administration [formerly in Community
Facilities Administration].

TaBLE 2.—Economic classification of program expenditures for fiscal year 1966

[1n thousands of dollars)
Federal Government:

Loan disbursements__. _ _ - 262, 050
Other expenditures ' _ o ______ 50, 715
Total, Federal expenditures 2 ______________________________ 312, 765

Non-Federal expenditures, not available.

{ Other expenditures include interest payments as well as other administrative costs.
2 Expenditures are shown on a gross basis, Net expenditures are $220,700,000.

l_11:5(:'1‘2:: In national income terminology, the college housing loan fund is classified as a government enter-
prise.

Pusric Faciniry Loans

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

The program is intended to serve as a loan resource for small
communities unable to obtain credit in the private market on reason-
able terms for financing needed public works. Eligibility extends
to political subdivisions and instrumentalities of States servin
populations under 50,000 (under 150,000 in redevelopment areas an
no population limit for communities near NASA installations) and to
Indian tribes. Loans must be reasonably assured of repayment.
The maximum maturity is 40 years.

Small communities are frequently disadvantaged in borrowing.
Many are relatively unknown 1n the capital markets, they are inex-
perienced in financial matters, they lack the established credit ratings
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of their larger counterparts, and their small bond offerings are not
particularly attractive to private investors. In these situations, the
PFL program is available as a ‘lender of last resort,”’” making possible
facilities essential to health and welfare that would not otherwise
be constructed or would be built only with the penalty of excessive
interest charges.

2. Operation

The program operates wholly as a direct Federal operation. Pro-
gram operations are highly decentralized, with major responsibilities
delegated to the seven regional offices and one ares office of the
Department of Housing and Urban Development, under the general
supervision of a Washington headquarters office.

3. History

Authorization for the program derives from title IT of the Housing
Amendments of 1955, as amended. The PFL program is the func-
tional successor to programs initiated in 1932 under the Recon-
struction Finance Corporation and in 1933 under the Public Works
Administration to assist State and local governments in the construc-
tion of needed public works.

Prior to the passage of the Housing Act of 1961 the eligible appli-
cants were defined as ‘‘States, municipalities and other political
subdivisions of States, public agencies, and instrumentalities of one
or more States, municipalities and political subdivisions of States,
and public corporations, boards, and commissions established under
the laws of any State” having authority under State or municipal
law to finance specific public projects. Section 501(b), Housing Act
of 1961, Public Law 87-70, further restricted the eligibility to author-
ized municipalities and other political subdivisions and instrumen-
talities of States (including public agencies and instrumentalities of
one or more municipalities or other political subdivisions in the
same State.) Thus, States no longer are eligible. In 1962, Indian
tribes became eligible for program assistance under the provisions of
section I of Public Law 87-808.

Title IT of the Housing Amendments of 1955 requires that the
Department of Housing and Urban Development give priority to
applications of smaller municipalities for assistance in the construc-
tion of basic public works (including water, sewer and gas distribution
systems) for which there is an urgent and vital need. ‘‘Smaller
municipalities’” are defined in the statute as incorporated or unin-
corporated towns, or other political subdivisions of & State, having
a population of less than 10,000 inhabitants at the time of the last
Federal census. Public Law 87-808 added Indian tribes within the
meaning of small communities.

Title IT of the Housing Act of 1961 amended the eligibility require-
ments by establishing maximum population limits. Financial as-
sistance was limited to eligible public agencies having a population of
less than 50,000, or less than 150,000 in the case of a community
located in a redevelopment area as designated under the second sec-
tion of section 5(a) of the Area Redevelopment Act. A communit
of less than 150,000 population in or near which is located a researc
or development installation of the National Aeronautics and Space
Administration was also made eligible by Public Law 87-634, ap-



HUMAN RESOURCES PROGRAMS 989

proved September 5, 1962. Section 5(a), Public Works Acceleration
Act, Public Law 87-658, approved September 14, 1962, eliminated
population limits for communities extended assistance in financing
pﬁojects accelerated as a result of a grant-in-aid under section 9 of
the act.

The Housing Act of 1964 provided that the under-150,000 popula-
tion limitation theretofore applicable to communities located in
redevelopment areas designated under section 5(a) of the Area Re-
development Act was extended to include communities in redevelop-
ment areas designated under section 5(b) of that act. Additionally,
in the case of a project serving two or more communities, the popula-
tion of each community, rather than their aggregate populations, was
made determinative in meeting the prescribed population limitations.

The Housing and Urban Development Act of 1965 established three
additional modifications. Private nonprofit corporations were made
eligible for loans to finance the construction of sewer and water
facilities in smaller communities and rural areas where it was not
feasible to provide such services through a public body. Population
limits were removed for communities in or near which is located a re-
search or development installation of the National Aeronautics and
Space Administration. The special population limits previously
made applicable to communities located in redevelopment areas
designated under sections 5(a) and 5(b) of the Area Redevelopment
Act were defined to include, additionally, redevelopment areas desig-
nated in acts successor thereto.

The initial authorization for the PFL program established a $100
million revolving fund. In 1960, Congress authorized an additional
$50 million, and the Housing Act of 1961 authorized another $500
million (of which $50 million was set aside for loan for mass transit
facilities). Thus, the current revolving fund authorization for
public facility loans (excluding mass transit loans) is $600 million.

4. Level of operations. (See table 1.)

Program: Public facility loans.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Land and Facilities Development Administration [formerly in
Community Facilities Administration].

TaBLE 1.—Level of operations or performance, fiscal years 1964—67

Fiscal year | Fiscal year | Fiscal year | Fiscal year
Measure and unit 1964 1965 1966 1967
estimate estimate

(a) Net approved loans:

Number of projects. 121 79 113 72
Amount (millions).._.___.___.______ $45. 2 $75.3 $30
(b) Participant local communities (number).__. 110 73 101 65
(¢) Unobligated appropriationsavailable ! (mil-
HOnS) - e ool $75 $85 $30 $30
Obligations incurred (millions) ... _._._.._.. $45.2 $76.3 $30 £30
(d) Additional expenditures by borrowers (mil-
JOnS) e $1.2 $0. 76 $0.4 $0.4
(¢) Federal employees administering program.. (6] @ (0] @
Non-Federal employees (number)._..._.__. None None None None
g) Other measures of performance______.__.___ None None None None

1 Funds agportioued by Bureau of Budget.
2 Not available.
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6. Estimated magnitude of program in 1970

The program is expected to reach a net approval level of $50 million
in 1970.

6. Prospective changes in program orientation

There are no pending or currently foreseeable legislative proposals,
administrative and organizational changes, or changed conditions
under which the program will function in 1970, that will cause pros-
pective or probable changes in program orientation or emphasis.

7. Coordination and cooperation

(a) Within the Community Facilities Administration, the policies,
procedures, and functions of the PFL program are closely and con-
tinuously coordinated with all other operating programs of CFA and
with the full technical staffs and administrative elements of the
organization.

(6) Frequent meetings, informal discussions, and exchanges of pro-
gram and administrative materials are effected between PFL program
staff and other operating and administrative units of HUD to assure
coordination and cooperation among the components of the Depart-
ment.

(¢) An interagency task force is currently reviewing the func-
tions and objectives of the various Federal agencies engaged in
financing local public works,

(d) HUD coordinates regularly with the National Legislative Com-
mittee of State Governments to suggest State legislation designed to
facilitate use of public facility loan funds by local communities.

(h) HUD consults regularly with representatives of the investment
banking industry to consider ways and means to make the PFL pro-
gram dovetail most effectively with trends in the capital market to
meet the public works financing needs of local communities. HUD
is also in frequent touch with investment bankers to encourage
private purchase of Government bond portfolios.

@, (), (9, and (3) None.

8. Laws and regulations

(a) Housing Amendments of 1955 (Public Law 84-345 (42 U.S.C.A.
149), Aug. 11, 1955).

(b) Housing Act of 1961 (Public Law 87-70, June 30, 1961).

(¢) Public Law 87-808, October 15, 1962.

(d) Public Law 87-634, September 5, 1962.

(e) Housing Act of 1964 (Public Law 88-560, Sept. 2, 1964).

() Housing and Urban Development Act of 1965 (Public Law
89-117, Aug. 10, 1965).

Authorizations (Treasury borrowings):

(1)1,) Housing amendment of 1955 (Public Law 84-345 (42 U.S.C.A.
149).

(6) Public Law 86-788, September 14, 1960.

(¢) Public Law 87-70, June 30, 1961.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects
(a), (), and (d) No direct measurable effects.
(¢) Direct effects are minor and incidental. The facilities assisted
are generally and primarily for the direct use and benefit of the people
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of the community as a whole; however, on occasion the facility (par-
ticularly in the case of sewer or water facilities) may include service
to commercial or industrial customers thereby permitting such cus-
tomers to operate more efficiently or to expand their operations, or to
make possible the establishment of new business operations.

(¢) The principal benefit and the major objective of the program
is that of assisting small communities to finance public works essential
to the local health and welfare. This includes not only such basic
needs as sewer and water systems, but the cultural, recreational, and
other facilities that are also essential to the well-being of the people of
a dynamic society. The effects of such projects are of an environ-
mental nature. Technically, the projects involve structures rather
than people, but these structures are designed solely to serve people.
As such, their impact on human resources is great. Indirectly but
undeniably, they improve the productivity of workers and enhance
social attitudes. By the same token they stimulate business activity
and otherwise increase the viability of the local economy.

(f) About 80 percent of the applications are received from com-
munities in Southeastern and Southwestern States and about 95 per-
cent of the applications are from communities with populations under
10,000.

(g) The program is generally limited to assistance to relatively
small communities and is specifically confined to financing projects for
which credit is not otherwise available on reasonable terms.” These
limitations act to restrict the program to a small fraction of the total
national public works construction. Over the past 10 years, for ex-
ample, the average annual public works financing under the program
has been less than $40 million, whereas total public works construction
costs have averaged about $15 billion per year and the gross national

roduct has been advancing to the $678 billion level reached in 1965.
%Vithin this framework the contribution of the program to the magni-
tude or rate of growth of the gross national product is of no direct
measurable significance.

(h) It is estimated that the program will finance 113 projects with
loans totaling $30 million in fiscal year 1966. These projects will
generate approximately 6 million man-hours of employment and a

ayroll of about $18 million. The remainder ($12 million) of the

oan funds will be allocated to materials used in project construction.

10. Economic classification of program expenditures.

Program: Public facility loans.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Land and Facilities Development Administration [formerly in
Community Facilities Administration).

In fiscal 1965 net approved loans of $75.3 million were made to local govern-
ments.

Nore.—In the national income accounts this program is classified as a govern-
ment enterprise. In fiscal 1965 the net expenditures for this program were $38.2
million.

Apvances For PuBrLic Works PLanNiNg

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives
The program of advances for public works planning provides
interest-free planning money. The objectives of this program are:
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1. To help communities integrate their specific public works
plans with overall community planning for future growth; to
adjust planning to community financial abilities and prospects;
to aid in the selection of proper sites and timely acquisition of
land; to give residents and local businesses a chance to orient
their future operations and plans;

2. To encourage States, counties, municipalities, and other local
public agencies to maintain a reservoir of planned public works
which can be placed under construction within a short time,
particularly when national or local economic conditions make
such action desirable; and

3. To promote economy and efficiency in planning and building
public works.

2. Operation

The program is administered by the Department of Housing and
Urban Development through regional offices located in New York
City, Philadelphia, Atlanta, Chicago, Fort Worth, San Francisco,
Seattle, and Santurce, P.R. Applications are received and processed
in the regional offices by legal, engineering, and finance technical
staffs for general compliance with legal and policy requirements.
The review at this time is directed toward the need for fn]he facility,
the legal basis of the applicant to plan and construct the contemplated
public facility, the financial feasibility of the proposed project, and
the likelihood that construction will actually be undertaken within
the estimated period. The proposed project must be consistent with
related State, regional, and local planning, and the applicant is en-
couraged to assess fully the priority of the project in relation to the
total requirements of the community for planned public works.

Following the approval of the application for an advance, the
community has a consulting engineer or architect prepare the plans
for which the advance will be made. Plans thus completed are given
detailed technical review by the community and by the State, regional,
or local authorities as required. Approved plans are submitted to
the HUD regional office for review as to completeness and consistency
with the terms of the community’s agreement with the Government.
1f approved, payment of the planning advance is made to the applicant,
who in turn pays the consultant engineer or architect for services
performed in preparation of the plans.

3. History

Section 702 of the Housing Act of 1954 established a Public Works
Planning Fund, a revolving fund, with an initial authorization for
appropriations amounting to $10 million. The authorization was
augmented in legislation enacted in 1955, 1961, 1964, and 1965 and
presently amounts to $128 million.

Against this authorization, appropriations totaling $83 million have
been enacted by the Congress. Thus the unappropriated balance of
the statutory authorization is $45 million (see answer to No. 8).

Cumulative net planning advances amounting to $105.8 million
were approved through the end of fiscal year 1965. The construction
cost ofp public facilities to be built upon these plans is estimated at
over $6 billion.

Fiscal year 1966 will be the 11th full year of operation under the
current program of advances for public works planning. An analysis
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of approved planning advances indicates that about 80 percent have
been made in communities of populations 50,000 and under. Approx-
imately 60 percent of the planning advances have been for water
and sewerage facilities.

4. Level of operations. (See table 1.)

Program: Advances for public works plannin%

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Planning Standards and Coordination [formerly in
Community Facilities Administration].

TABLE 1.—Level of operations or performance, fiscal years 1964—67

Measure and unit Fiscal year | Fiscal year | Fiscal year | Fiscal year
1964 1965 1966 1967

estimate | estimate

(a) Magnitude of prograrm:

Number of planning advances approved........ 526 765 940 492

Armount (millions)__ $10.5 $21.1 $24 $10
(b) Applicants or municipalities.... ... ._.__._._.____ 526 765 740 492
(¢) Federal finances:

Unobligated appropriations available (millions) . $12.6 $22.1 $25 $11

Planning advances disbursed (millions)____.__. $14.8 $13.9 $17 $20
(d) Matching additional expenditures for the program.. 1) (&) ") O]
(¢) Number of Federal employees administering pro-

gram. _..._.___ 62 68 67 55

(f) Non-Federal personnel ® O] )] o)

t Not applicable,

5. Estimated magnitude of program in 1970

The probable magnitude of program activity in 1970 is not expected
to increase significantly over the level of $10 million estimated for
fiscal year 1967. Notwithstanding the increasing and continued de-
mand for planning and construction for new public facilities, this
decline in program activity from fiscal years 1965 and 1966 is antici-
pated because of the contemplated application of more stringent
eligibility and financial review criteria planned to be put into effect
in the latter part of fiscal year 1966.

The imposition of more stringent eligibility and financial review
criteria has been found necessary in order to (1) orient the program in
the direction of the areawide planning requirements of section VII
of the Housing and Urban Development Act of 1965, and (2) develop
financially sounder projects with greater assurance of earlier construc-
tion and faster repayment of the Federal advances.

The more stringent eligibility and financial review criteria will of
course result in attrition of a greater number of applications and
consequently should result in the program activity estimated for
fiscal year 1967 and continue at this level into 1970.

6. Prospective changes in program orientation

There are no pending or foreseeable legislative proposals. Admin-
istrative and organizational changes may have some effect on program
administration in the future. Contemplated immediate changes in
program orientation will have the cffect of making the program more
responsive to the areawide planning requirements of title VII of the
Housing and Urban Development Act of 1965, legislative program
intent, and public needs as follows:

1. Processing of applications which are for public facilities that
are part of an areawide or regional comprehensive plan will be
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given priority. This is expected to make communities more
responsive to the need of comprehensive planning and also to
make the PWP program more consistent with the planning
requirements of title VII of the Housing and Urban Development
Act of 1965. '

2. Emphasis will be placed on a more strigent financial analysis
of applications in order to develop sounder projects with greater
assurance of earlier construction and resulting in faster repayment
of the Federal advances.

7. Coordination and cooperation

The PWP program is coordinated with other Federal agencies to
extent necessary to insure that there is no duplication in planning and
that the planning will not conflict with requirements of other agencies
which may have an interest in the type of public facilities to be
planned. In this respect, notices of applications received are sent to
the U.S. Public Health Service in regard to water, sewerage, hospital,
and related health facilities. 'The U.S. Office of Education is notified
of educational facilities and, likewise, notices are sent to the Bureau of
Public Roads, Federal Aviation Agency, Department of Defense,
Office of the U.S. Corps of Engineers, the Department of Interior,
Bureau of Reclamation, Department of Agriculture, Forest Service,
etc., as applicable. Exceptions taken by other Federal agencies to
the proposed planning are, of course, cleared before the application
is approved.

8. Laws and regulations. (See table 2.)

TaBLE 2.—Advances for public works planning

Act Statutory Appropriation
authorization

Housing Act of 1954. ...
Housing Amendments of 1955:
July 1, 1956
July 1, 1957.
July 1, 1958. .
Housing Act of 1061..

Housing Actof 1964 __ . oo ..

Housing and Urban Development Act of 1965 __ ...
Supplemental AA, 1956 _
Ingependent Offices AA, 1956. .
Independent Offices AA, 1057 ... ...
Independent Offices AA, 1058,
Independent Offices AA, 1059. .
Independent Offices AA, 1960. ... -
Independent Offices AA, 1961
Independent Offices AA, 1962.
Second Supplemental AA, 1062 N
Independent Offices AA, 1963 B
Independent Offices AA, 1064 . oo

288

ssEzsseses
gzszzzzaess

Independent Offices AA, 1985 .- roemom oo oo ccoo|oonociiemoes | 12 (4 000,
Sugplementa.l AA, 1965 - 10, 000, 000
Independent Offices AA, 1966._ _ 10, 000, 000
Supplemental AA, 1966 . - 5,000, 000
Subtotal, enacted appropriations__.____. _ 83, 000, 000
Estimated unused balance available, June 30, 1966 45, 000, 000
Total._. 128, 600, 000 128, 000, 000

1 Nonadd.

1 Contingent upon forgiveness of advances in accordance with sec. 6 of the Public Works Acceleration Act.
Source: Budget and Requirements Division, Oct. 26, 1965.
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PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

The table below illustrates the economic effects of the program
based on estimated activity in fiscal year 1966. It indicates that for
every advance of $1 in program funds, about $26 worth of economic
activity is generated. The table should not be construed as an
economic analysis in depth. Its purpose is merely to illustrate the
probable range between cost and benefit based on an approximate
quantitative analysis.

TaBLE 3.—Advances for public works planning; estimate of costs and benefits, fiscal

year 1966
Cost (=) Benefit (4) Net cost
Item (thousands) | (thousands) or benefit
(thousands)
1. A. Advances disbursed in fiseal year 1966. . .. oo —$17, 000 $17, 000 0
B. Repayments (40 percent over § years) 6, 800 -$6, 800
2. A. Cost of Treasury borrowing ($17,000,000, at 35§ percent
over 5 years) —3,100
B. Administration agency expense in fiscal year 1966.__.___ —675
C. Administration agency expense relative to repayment
of advances (5 years, at $25,000 per year)..._..._o.-... —125 —3,900
3. Increase in national dollar value of construction projects
(40 percent times $1,600,000,000)... .- 400, 000 -+400, 000
4. A. Increase in labor empioyment, 50 percent (40 percent
times $1,000,000,000 project cost times 198 man-hours
per $1,000) [ 7 PO,
B. Increase in labor earnings generated: On-site, 16,000,000
man-hours times $3.68 per hour equals $59,000,000;
off-site, 23,500,000 man-hours times $2.60 per hour
equals $61,000,000-._...-._ 120, 000 +-120, 000
5. A. Federal income taxes resulting from constructed plan-
ning projects ($120,000,000 times 15 percent) 18,000 |-ooeooo-
B. State income tax (}4 times Federal tax). 4,500 | oo
C. State and local sales taxes (2 percent times $200,000,000).)- - o oo~ 4,000 -+-26, 500
8. Estimated population served by water and sewerage facili-
ties ($1,000,000,000 times 3 divided by $500) 2 (O R
Total... —20, 900 -+570, 300 -}-549, 400

1 39,500,000 man-hours.
3 Assumes $500 per household user.
3 6,000,000 population.

10. Economic classification of program expenditures. (See table 4.)

Program: Advances for public works planning.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Office of Planning Standards and Coordination [formerly in
Community Facilities Administration].

TasLE 4.—Economic classification of program expenditures for fiscal year 1966

[In thousands of dollars]
Federal Government:
Purchases of goods and services: !

Wages and salaries_____ _____ .. 666
Other. _ __ e 76
Loans to State and local governments 2. . .. ___ 13, 871
Total Federal expenditures . _ . oL 14, 613

1$728,000 of the purchases of goods and services are financed from the appropriation for administrative
expenses for the Office of the Secretary.
QGross expenditures for the public works planning fund were $13,895,000 (including $24,000 for purchases
gl goods and services). In fiscal 1965 there were repayments of $6,043,000, resulting in net expenditures of
7,852,000,

65~735—67—vol. 3——4
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Renewal Projects Administration

UrsaN RENEWAL Prosects

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives

The urban renewal program, authorized by title I of the Housing
Act of 1949, as amended, has two parallel but closely related objec-
tives:

1. The elimination of slums, blighting influences, deteriora-
tion, and other factors which create an unhealthy and undesirable
environment for urban living and impede the adaption of the
community to changing conditions.

2. The redevelopment, rehabilitation, and conservation of
areas to provide decent housing in a suitable living environment
and to permit adjustments in urban development patterns to
changing human and economic needs.

Because of the wide variety of problems faced in different localities
and the breadth and flexibility of the title I program, there are many
subobjectives to the program, differing from locality to locality, and
among the projects In a given locality. Even a single project will
normally have a multiplicity of subobjectives. Thus, in addition
to the housing objectives, projects may be concerned with improving
the earning capacity of local residents through the encouragement of
industrial and commercial growth; improving the local tax base to
provide support for the increasing demands for welfare and educa-
tional services; improving schools and other public facilities through
the provision of sites; providing space for the development or expan-
sion of such institutions as universities, hospitals, and museums; and
improving the social structure of the community by making it attrac-
tive and viable to residents of all income levels. It would be impos-
sible to develop any comprehensive list of all the objectives involved
in urban renewal undertakings throughout the Nation.

2. Operation

Urban renewal activities are locally planned and carried out by
local public agencies with Federal financial assistance being provided
through advances, loans, and grants. Depending on State law, the
local public agency may be the municipality itself, a semiautonomous
agency, a county agency, or a State agency. Whatever the form of
local public agency, the final approval of the project must be made
by the local governing body.

Federal financial assistance is provided in the following forms:

1. Grants for community renewal planning to identify the
overall community needs and resources for renewal actions of
all types. Federal grants for community renewal planning cover
two-thirds of the costs with the remaining one-third provided by
the locality.

2. Planning advances to finance feasibility surveys, the prepara-
tion of neighborhood renewal plans, and the survey and planning
work for the carrying out of specific projects. Planning advances
are repaid by the project once it enters the execution phase.

3. Temporary loans used by the community as working capital
for carrying out urban renewal project activities. The Federal
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loan contract may be used by the local public agency to secure
financing on the private market at lower interest rates than the
going Federal rate. Temporary loans are repaid from proceeds
of land sales made by the project and the local and Federal
grants contributed toward the project.

4. Long-term “‘definitive’’ loans used to capitalize the value of
land disposed of under lease agreements. These loans are
repaid from lease proceeds.

5. Capital grants to cover the Federal share of net project
cost—the total cost of carrying out the project less the proceeds
derived from land sales and other proceeds of project operations.
The Federal share may be (a) two-thirds of net project cost, or
(b) three-fourths of net project cost for cities with a population
under 50,000 or for cities located in areas designated under the
Economic Development Act, (c) three-fourths of net project cost
for cities which assume the costs of planning and admimstration
without charge to the project, or (d) nine-tenths of net project
cost for certain Alaskan cities affected by the 1964 seismic
disturbance. The local share may be in the form of cash or
public works which are a necessary part of the project under-
taking. Some States make direct contributions to the locality to
assist in meeting the non-Federal share of project costs.

In addition to the above forms of Federal financial assistance, see
also the separate reports on relocation payments to displaced indi-
viduals, families, and businesses; loans and grants for rehabilitation;
grants for code enforcement and demolition; and the various programs
of the Federal Housing Administration to provide special mortgage
insurance for the construction and rehabilitation of housing in urban
renewal areas.

Of increasing significance in the urban renewal process has been the
development of community renewal programs. Such programs are
concerned with inventorying and evaluating the overall community
needs and resources for renewal actions and the development of
positive programs for carrying out renewal on & communitywide basis.
Community renewal programs are very deeply concerned with the
question of the human resources of the community and with integra-
ting social welfare actions with programs for physical improvement.

The relocation of displaced families from existing substandard
dwellings into decent, safe, and sanitary housing has been a corner-
stone of the urban renewal program since its inception. See the
separate discussion of relocation programs for a fuller exposition of
the human resources aspects of this activity.

The rehabilitation of existing housing is an increasingly important
part of the total urban renewal program. KExperience has shown that
rehabilitation cannot be successfully carried out without the full and
active cooperation of the area residents. Considerable effort is
devoted to the development of community organizations as a means
of reaching the area residents and soliciting their cooperation. Projects
involve extensive counseling service to the residents to assist them
with the financial, architectural, and construction aspects of carrying
out the rehabilitation of their housing. In many cases the technical
counseling must be supplemented by the mobilization of the social
service aids in the community to help the residents solve their personal
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problems. See also separate discussion of loans and grants available
to assist property rehabilitation.

In recent years a number of new mechanisms have been developed
to make possible the construction of new housing for families of low
and moderate incomes and an increasing proportion of the housing
constructed in urban renewal project areas is for such families. The
projects not only provide desirable sites supported by adequate public
faciiities, but they also provide lower land prices which help make
the construction of such housing feasible.

3. History

The original enabling legislation was enacted in 1949 and the pro-
gram was then known as slum clearance and urban redevelopment.
In 1954, the name of the program was changed to urban renewal in
recognition of its broader scope. The 1954 legislation introduced the
workable program requirement as a prerequisite to undertaking
urban renewal projects, emphasized the role to be played by rehabilita-
tion, and added various forms of FHA mortgage insurance to aid in
the redevelopment and rehabilitation of urban renewal areas. The
Housing Act of 1956 first provided for relocation grants to displaced
individuals, families, and business concerns. The Housing Act of
1959 introduced the community renewal program. The Housing
Act of 1961 doubled the preceding authorization for the program and
provided several other liberalizing amendments. The 1964 Housing
Act expanded relocation assistance, authorized assistance for code
enforcement, and provided for the system of direct Federal loans for
rehabilitation. The Housing and Urban Development Act of 1965
provided Federal grants for rehabilitation, the new program for the
demolition of unsound structures, and a number of other significant
technical amendments.

TaBLE 1.—Brief summary of program growth

[Dollar amounts in thousands]

Fiscal year Number of | Number of Grant
localities projects reservations
1065_ . 770 1, 592 $4, 502, 987
1064 . ool 743 1,466 - 3,935, 765
1063. . 679 1,310 3, 300, 892
1962__ 546 1,013 2, 546, 681
1961 _ 470 813 1, 868, 948
1960_ _ . .- 455 797 1,638, 713
1968 _____. a— 385 647 1, 311, 488
1968__.__ - 331 554 1,193, 553
1957 _ 264 435 894, 106
1956. . 232 377 657, 078

4. Level of operations. (See table 2.)

Program: Urban renewal projects.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Renewal Projects Administration {formerly Urban Renewal
Administration].
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TaBLE 2.—Level of operations or performance, fiscal years 1964—67

[Dollar amounts in millions}

Fiscal year | Fiscal year | Fiscal year | Fiscal year
Measure 1064 1865 1966 1967
actual actual estimate estimate
{a) Magnitude of program:
Cumulative projects approved (net)............ 1, 466 1, 592 1,762 2,047
Cumulative projects completed.__..__ - 157 209 284 374
Federal grant reservations..._...._____._.____._ $3, 965. 6 $4, 539 $5, 389 $6, 114
{b) Applicants or participants: Local communities
(cumulative) ... 743 770 805 850
{¢) Federal finances: !
Authorization available_ .. _.____.________._____ $651.9 $759.5 $861 $736
Usage of authority - $642. 4 $573.5 $850 $725
Balance of authority - - ___.______..._________ $9.5 $186 S11 $11
(d) Matching or additional expenditures 2.__._. - $2908.2 $266. 2 $394. 5 $336.5
(¢) Number of Federal Government employees3_._____ 1,354 1,357 1, 660 1,715
(f) Non-Federal personnel 4. ___________________________ R

1 Until fiscal year 1966 this program was financed through the use of contract authorization with appropria-
‘tions following years after obligation of funds. For fiscal years 1966 and 1967, this pattern is different—
-appropriations were made for advance liquidation of contract authority. In view of this, the presentation of
Federal finances in terms of authorizations seems most meaningful. Amounts shown include grants for
relocation, code enforcement, demolition, and rehabilitation.

% Estimated local contributions to match utilized Federal contract authority. In view of several formulas
invollvedl, the matching estimate is based on an overall experience ratio of 68.3 percent Federal to 31.7 per-
-cent local.
t2 Includes nonadministrative employment. Also includes employees working on relocation grants, code
-enforcement, demolition, and urban planning assistance.

4 No estimates available.

5. Estimated magnitude of program in 1970

The authorization of funds for the urban renewal program extends
only through 1969. However, there is no reason to anticipate any
-decrease in the need for the program. In general, the stock of strue-
tures in the central cities is aging at a greater rate than it is being
replaced or rehabilitated. Some traditional urban functions, such as
heavy manufacturing and distribution, are tending to locate new
facilities in the surburban areas. However, other central city func-
tions such as quality retailing, office and administrative activities, and
cultural and educational activities are continuing to expand. In
terms of residential patterns, the trend of middle-class movement to
the suburbs appears to have passed its peak and there appears to be
some reverse movement back to the central city as new and attractive
facilities are being developed. The need for low- and middle-income
housing continues to grow and is aggravated by the lack of available
sites. For most cities, the use of urban renewal techniques appears
to be essential to make the adjustments to these changes.

6. Prospective changes tn program orientation

(@) Pending legislative proposals.—In his state of the Union message
of January 12, 1966, the President stated “In some of our urban
areas we must rebuild entire sections and neighborhoods containing
In some cases as many as a hundred thousand people. Working to-
gether, private enterprise and government must press forward with
the task of providing homes and shops, parks and hospitals, and all
the other necessary parts of a flourishing community where people
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can come to live the good life.” No specific legislative proposals have
been submitted to the Congress.’

(b) Proposed administrative or orgamization changes—The Urban
Renewal Administration has been incorporated as a part of the new
Department of Housing and Urban Development. Aside from this,
there are no announced organizational or administrative changes
pending.

(¢) Probable changes in the conditions under which the program will
Sfunction in 1970; for example, technological, economic, or social.—At
this time there are no estimates of possible impacts of changing tech-
nological, economic, or social conditions on the operations of the urban
renewal program.

7. Coordination and cooperation

(@) Within your bureau, division, or office.—Coordination is achieved
through normal administrative structure.

(b) With other units of your department or agency.—Extremely close
and continuing relationships are maintained with the other agencies
of the Department of Housing and Urban Development on both policy
and operational matters. Some of the more significant ones are
described below:

All urban renewal projects involving residential redevelopment
are referred to the Federal Housing Administration for their com-
ments as to the appropriateness for such uses. In determining land
disposition prices for residential uses, FHA maximum values for
mortgage insurance purposes are a major factor. FHA and URA
have cooperated on the issuance of rehabilitation standards to meet
specific city situations. There is continuing cooperation with FHA
on the use of sections 220 and 221(d)(3) mortgage insurance for rede-
velopment of urban renewal areas and on the use of section 221(d)(3)
housing as a relocation resource.

With the Public Housing Administration there is continuing
liaison on the development of public housing units as a relocation
resource and on the use of urban renewal project land as a site for the
construction of new public housing units.

(¢) With other Federal Government departments or agencies.—The
following is a summary of some of the more significant cooperative
relationships maintained with other Federal departments and agencies
in carrying out title I urban renewal projects:

U.S." Army Corp of Engineers: Full coordination in planning and
carrying out urban renewal projects proposed for flood control areas
under the cognizance of the Corps of Engineers. The cooperative
arrangements were implemented by issuing procedural instructions
to our respective field offices, setting out the relationships that we
expect in these cases.

General Services Administration—Public Buildings Service: URA
notifies GSA’s Public Buildings Service whenever we approve the

1 On January 27, 1966, S. 2842 and H.R. 12341 wers submitted, providing for the establishment of “city
demonstration programs for rebuilding slum and blighted areas and for providing the public facilities and
services necessary to improve the general welfare of the people who live in these areas.” The initial fund
authorization of $12 million, requested in this proposed legislation, will support local planning activities;
subsequent authorizations will be sought to fund the Federal prograim assistance. The approved programs.
in demonstration cities will encompass a broad spectrum of efforts in the field of human and physical re-
sources development. It is expected that, in the localities which have been selected under this demon-
stration program, there will be an increase in the number of urban renewal projects which are proposed

and undertaken. [A related bill, S. 3708, was enacted as Public Law 89-754, the ‘ Demonstration Cities.
and Metropolitan Development Act of 1966,” approved Nov. 3.]
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planning of a proposed project in or near a locality’s central business
district. GSA compares this with its public bujfdings construction
program, with an eye to acquiring suitable sites in renewal areas.
The two organizations have developed a mutually acceptable form of
contract to use when local renewal agencies sell land to GSA, which
has reduced the incidence of delays resulting from minunderstandings
at the field level on what conditions on the transfer of land are accept-
able to both agencies.

Post Office Department: URA periodically notifies the Post Office
Department of the location of urban renewal projects. They use this
information in planning for the replacement of existing facilities and
the addition of new facilities. They also review project locations to
determine whether they may contain suitable sites for postal facilities.
A guide form of contract for the sale of urban renewal sites to the
Post Office Department has also been agreed upon by the respective
agencies.

gSmall Business Administration: Under their enabling legislation
SBA can provide assistance to eligible small businesses located in
renewal areas. Under established procedures URA regional staff
notify the appropriate SBA office when they receive an application
for a renewal project in which displacement of businesses is indicated.
Upon execution of the project SBA personnel work closely with local
renewal agency personnel in arranging needed financing for eligible
businesses.

Veterans’ Administration: Arrangements have been made for VA
regional offices to notify local renewal agencies of acquired properties
which VA has available for sale. The local agencies use these listings
to refer project displacees as a relocation resource.

Office of Economic Opportunity: Close relationship with personnel
of this agency are being established at the Washington, regional, and
field level. URA strives to secure assistance from OEQ-sponsored
organizations in assisting the low-income residents in urban renewal
areas. To facilitate this arrangement URA permits as eligible costs
in renewal projects expenditures to provide necessary temporary
space for these agencies to use. At the same time OEO looks to
urban renewal areas for opportunities to establish programs con-
sistent with their own objectives. To this end they have issued
advisory materials on opportunities for projects that may be found
in renewal areas.

Department of Labor: URA, mainly, through its regional staffs,
attempts to involve the Labor Department in urban renewal projects
where it appears that manpower and job training programs, etc., are
needed to help renewal area residents.

Department of Commerce, Bureau of Public Roads: URA requires
the coordinated planning of urban renewal areas and major highway
construction projects. To this end, URA regional staff, when 1t
accepts an application for planning a renewal project, sends a copy
of a map contained in the application, indicating the location of the
proposed project, to the appropriate BPR field office. The BPR
field office reviews this map, 1dentifying conflicts with proposed high-
way projects. Also the two organizations have developed mutually
acceptable policies for the transfer of land acquired by one program
to the other, for pricing the land transferred, and for sharing the cost
of work done under one of the programs which benefits both of the
programs.
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Department of Commerce, Economic Development Administration:
Special provisions apply for urban renewal projects undertaken in
localities designated depressed areas by EDA. The most significant
provision is the increase in the Federal grant from two-thirds to
three-fourths of the cost of the renewal project. Thus the urban
renewal program may be a useful tool in a locality’s efforts to improve
its economic vitality.

Department of Health, Education, and Welfare: URA is one of the

articipants in an active task force, formally established by the
gecretar , HEW, and the HHFA Administrator, in an effort to more
effectively utilize available health, education, and welfare services
in urban renewal areas. In addition to the many successes realized
through this task force, their current main activity is to develop and
sponsor demonstrations of concerted health, education and welfare
services to residents in renewal areas in a number of selected cities.
In the latter program, the Department of Labor and OEO have been
active cooperating participants on an informal basis. URA has also
worked with HEW on coordinating payments to persons eligible to
receive funds under both programs, to insure that recipients of re-
location payments upon displacement from a renewal project as a
result do not lose their eligibility for welfare payments.

Department of the Interior, National Park Service: Efforts are
being made to coordinate the historic preservation activities of both
organizations. In this connection it is expected that joint publication
will be issued illustrating how the programs may be used in concert
in local historic preservation programs.

In addition URA regularly informs the Park Services of the loca-
tion of new renewal projects, because of the effect they may have on
such of the Park Service’s programs as the registered national historic
landmarks program, the historic American buildings survey, and
certain archeological investigations activities.

(d) With State governments or their instrumentalitics.—Several State
governments (notably, New York, Massachusetts, Pennsylvania, and
Connecticut) provide financial assistance to localities to assist them
in the carrying out of title I urban renewal projects. This financial
assistance takes a variety of forms, but is usually a long-term loan or
a grant to the locality to assist it in meeting the non-Federal share of
the cost of carrying out the project.

(e) With local governments or communities.—Local governments,
either in themselves or acting through a local public agency, are the
direct participants in the title I urban renewal program. In some
cases county redevelopment authorities have been established to act
as the local public agency for all localities within the jurisdiction. In
Alaska, a State authority acts as the local public agency for all locali-
ties in the State. No matter what the form of the local authority,
final approval of the project must be given by the governing body of
the locality after a public hearing.

(f) With foreign governments or unternational organizations.—Officials
of the Urban Renewal Administration are frequent participants in
international seminars on the problems of planning and urban devel-
opment. Coordination and liaison on these activities is handled
through the Office of International Housing of the Office of the
Secretary.

(9) With monprofit organizations or institutions.—Liaison is main-
tained with a number of nonprofit institutions representing public
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and professional viewpoints. Among those consulted are the National
Association of Homebuilders, the National Association of Real
Estate Boards, the National Association of Housing and Redevelop-
ment Officials, the National Trust for Historic Preservation, the
American Institute of Planners, Urban America (formerly the Action
Council for Better Cities), the U.S. Conference of Mayors, the
National League of Cities, the American Council on Education and
the National Housing Conference.

(h) With business enterprises.—No direct relationships are main-
tained with business enterprises.

(1) With others—None.

8. Laws and regulations

Public Law 171, 81st Congress, approved July 15, 1949, 63 Stats
413, 414, title I (see Basic Laws and Authorities on Housing and
Urban Development, 1965, Committee on Banking and Currency,
House of Representatives, 89th Congress, 1st session, p. 253).

Amended by:

Public Law 370, 82d Congress, approved June 3, 1952 (66 Stat. 98).

Public Law 94, 83d Congress, approved June 30, 1953 (67 Stat. 121,
127, sec. 24(a)).

Public Law 560, 83d Congress, approved August 2, 1954 (68 Stat.
590, 622, title III and title VIII secs. 801(e) and 814).

Public Law 345, 84th Congress, approved August 11, 1955 (69 Stat.
635, 637, secs. 106 and 108).

Public Law 1020, 84th Congress, approved August 7, 1956 (70
Stat. 1091, 1097, title 1IT).

Public Law 85-104, approved July 12, 1957 (71 Stat. 294, 299,
title I1I).

Public Law 86-372, approved September 23, 1959 (73 Stat. 654,
670, title IV).

II%’ublic Law 87-70, approved June 30, 1961 (75 Stat. 149, 165, title

).

{)u})IIiIc Law 88-560, approved September 2, 1964 (78 Stat. 769, 785,
title I1T).

Public Law 89-117, approved August 10, 1965 (79 Stat. 451, 453,
474, 485, title I, secs. 101(f) and (), titles IIT and IV) (see Basic
Laws and Authorities on Housing and Urban Development, 1965,
pp. 253 and 408).

Current appropriations:

Public Law 89-128, approved August 16, 1965 (79 Stat. 520) (see
Basic Laws and Authorities on Housing and Urban Development,
1965, p. 596).

Supplemented by: Public Law 89-309, approved October 31, 1965
(79 Stat. 1133, 1135) (see Basic Laws and Authorities on Housing
and Urban Development, 1965, p. 603).

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects
The economic effects of the urban renewal program are wide rang-
ing and complex because of the tremendous variation in the nature
of projects. There has been no acceptable generalized methodology
developed for either describing all the effects or for quantifying them.
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Some general observations can be made and a few can be roughly
quantified.

Urban renewal projects do serve as a stimulus for private invest-
ment. It has been estimated that there will be over $5 of private
redevelopers’ investment for every dollar of Federal capital grants
involved in current urban renewal undertakings. This is in addition
to the local investment in new public facilities.

For many localities, urban renewal represents an opportunity to
improve their municipal revenue base through the upgrading of devel-
opment and of the assessments thereon. It has been estimated that
assessments will run about 4% times the amount prior to redevelop-
ment. It should be recognized that there are very wide variations
in the tax effect among localities and projects. In many cases, proj-
ects have involved the expansion of universities, or hospitals, or the
development of cultural or other public centers. In such cases the
net effect on local taxes may be negative.

Most attempts to measure the economic effects of urban renewal
have been limited to the area of the projects themselves. There is
considerable evidence of a substantial “spillover” effect on surround-
ing areas and on the city as a whole. While efforts to measure this
spillover effect are crude at their very best, it is our estimate that
the economic effects on the surrounding area are at least as great
as those in the project itself.

10. Economic classification of program expenditures. (See table 3.)

Program: Urban renewal projects.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Renewal Projects Administration [formerly Urban Renewal Ad-
ministration.]

TaBLE 3.—Economic classification of program expenditures for fiscal year 1965

[In millions of dollars]
Federal Government:

Purchases of goods and serviees_ - . 114. 8
Grants to State and local governments. - _____________________ 282. 5
Loans to State and local governments (net change of outstanding
loan balanees) . iieaoo_- 41. 8
Total, Federal expenditures._ .. _____..__ 339.1

1 These expenditures are included in the salaries and expenses appropriation of the Office of the Secretary.
Copr ExrorcEMENT AND DEmoniTION PROJECTS

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

In many cases large residential areas can be kept viable through
the concentrated enforcement of existing housing codes. In other
cases the continued existence of unsound structures constitutes a
blighting influence on the surrounding area. To deal with these two
special problems, the Congress has authorized special programs which
are a part of the basic urban renewal law but which do not have to
conform to all of the requirements normally associated with urban
renewal projects.
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2. Operation

Federal grants for code enforcement projects may be made to
cities, other municipalities, and counties that have statutory authority
to enforce building, housing, and related codes. Within designated
areas, which must meet eligibility tests, the community will carry
out a systematic program for intensive code compliance. That
program must provide a definite plan and schedule for bringing all
properties into code compliance; an adequate number of trained
inspectors; an effective notice, permit, and records system; close co-
ordination among all local governmental units responsible for inspec-
tions and other compliance actions; and administrative and legal
procedures for the prompt and equitable handling of noncompliance
and appeal cases. The municipality must have a satisfactory pro-
gram and resources for providing all necessary improvements in the
code enforcement area; however, some street repairs may be covered
as part of the project cost for which Federal grants are available.
The project may also include the provision of advisory services on
the rehabilitation of structures, financing of repairs and rehabilitation,
and on community organization within the affected areas. The
municipality must accept the responsibility for the satisfactory re-
location of any families which may be displaced through the assisted
code enforcement activities,

The Federal grant for code enforcement may not exceed two-thirds
(or three-quarters in the case of a municipality having a population
of 50,000 or less) of the costs of planning ang carrying out the program.
Federal grants are also provided for any necessary relocation pay-
ments. The direct Federal rehabilitation loan and grant program
are available to property owners in code enforcement areas.

Federal grants for demolition are available to municipalities with
authority under State and local law to demolish unsound structures
which constitute a public nuisance and a serious hazard to public
health or welfare. The demolition must be carried out on a planned
neighborhood basis and further the overall renewal objectives of the
community. The Federal grant may cover two-thirds of the costs
of demolition.

3. History

The first code enforcement provisions were enacted in the Housing
Act of 1964. However, these proved to be unworkable and were
extensively amended in the Housing and Urban Development Act
of 1965. The demolition grant program was also authorized in that
latter act.

4. Level of operations. (See table 1.)

Program: Code enforcement and demolition projects.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Renewal Projects Administration.
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TABLE 1.—Level of operations or performance, fiscal years 1966—67 1

Fiscal year | Fiscal year
1966 1967

Measure
estimate estimate

(a) Magnitude of program:

Code enforcement projects (cumulative). .. ____________________ 50 150

Demolition projects (cumulative). . ... ... 50 150
(b) Applicants or participants: Local communities:

Code enforcement (cumulative) - - 50 136

Demolition (cumulauve) ............................................ 50 135

(¢) Federalfinances? __ ___________._____.____ -
(d) Matching or additional expenditures®. . ____ . ___________________ ecemeeeae.
(¢) Number of Federal Government employees 2. _ PO ORI
(f) Non-Federal personnel *. _._____ ... e

1 Not in operation in fiscal 1964 and 1965.
2 Included in urban renewal projects table.
3Not available.

6. Estimated magnitude of program in 1970.

Experience under the code enforcement and demolition grant pro-
grams is still too limited to justify any valid estimates of performance
several years into the future.

6. Prospective changes in program orientation.

(¢) Pending legislative proposals.—None.

(b) Proposed administrative or organizational changes.—The Urban
Renewal Administration has been incorporated as a part of the new
Department of Housing and Urban Development. Other than this
therctf are no announced organizational or administrative changes

ending.
P (¢) Probable changes in the conditions under which the program will
Sunction in 1970, e.g., technological, economic, or social.—At this time
there are no estimates of possible impacts of changing technological,
economic, or social conditions on the operations of the urban renewal
program.

7. Coordination and cooperation

(@) Within your bureau, division, or office.—Coordination achieved
through normal administrative channels.

(b) With other units of your department or agency.—Liaison has been
established with the Federal Housing Administration on the provision
of mortgage insurance under section 220 in areas covered by code
enforcement projects.

(¢) With other Federal Government departments or agencies.—Liaison
is being established with the U.S. Public Health Service in the field of
environmental health.

(e) With local governments or communities.—QOperations under the
code enforcement and demolition grant programs are carried out
through local governments.

(9) With nonprofit organizations or institutions.—Liaison will be
established with such organizations as the International Conference of
Building Officials, Building Officials Conference of America, Southern
Building Code Congress, American Public Health Association, Na-
tional Association of Home Builders, and National Association of
Housing and Redevelopment Officials.

For (d), (), (h), and (2) None.
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8. Laws and regulations

Public Law 89-117, approved August 10, 1965, 79 Stat. 451, 477,
sec. 311(a). (See Basic Laws and Authorities on Housing and Urban
Development, 1965, p. 285.)

Current appropriations:

Public Law 89-128, approved August 16, 1965, 79 Stat. 520. (See
Basic Laws and Authorities on Housing and Urban Development,
1965, p. 596.)

Supplemented by: Public Law 89-309, approved October 31, 1965,
79 Stat. 1133, 1135. (See Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 603.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects
Operations under the code enforcement and demolition grant
programs are still too new to permit any valid judgment of economic
effects.

10. Economic classification of program expenditures

There were no expenditures for code enforcement or demolition
grants in fiscal year 1965.

REvLocaTION PROGRAM

PART 1. DESCRIPTION OF THE PROGRAM

1. Objectives

Any program involving substantial physical changes in the urban
environment, will inevitably result in the displacement of individuals,
families, and businesses. This is particularly true of urban renewal
where the effort to change the urban environment is both conscious
and concentrated. Recognizing this, the Congress provided for re-
location programs as an integral part of urban renewal. The aim of
these programs is to mitigate any hardships which may arise from the
pecessity of displacement and, to the extent feasible, to make reloca-
tion an opportunity for positive efforts to improve the living condi-
tions of those who are displaced.

2. Operation

The urban renewal relocation effort is carried out by the local public
agency undertaking urban renewal projects with the aid of the Federal
financial assistances described below. Basically, this effort involves
three facets:

(@) Relocation feasibility.—As a prerequisite for the undertaking of
an urban renewal project, the local pub(iic agency must demonstrate
that the relocation of families and individuals who will be displaced
will be feasible. During the survey and planning stage, estimates
must be made of the number, character, and incomes of the families
and individuals who will be displaced. Subject to Federal approval,
the locality will establish a standard for decent, safe, and sanitary
housing, including standards on ability to pay. Surveys will be made
of vacancies, turnover in existing housing, and plans for the construc-
tion of new housing which would be available to those displaced.



1008 HUMAN RESOURCES PROGRAMS

Based on a general matching of needs and resources, the locality will
determine whether it can meet the statutory requirement of relocation
feasibility. This finding must be approved by both the governing
body of the locality and the Secretary of Housing and Urban Devel-
opment. Determining relocation feasibility is financed as part of its
planning advance of a title I project.

(5) Relocation assistance.—As early as possible before the period in
which relocation is to be carried out, the locality must establish a site
office through which it offers assistance to displaced individuals, fami-
lies, and businesses in the finding of new quarters. In the case of
individuals and families, followup checks are made on those self-
relocated to assure that their housing meets the standards for being
characterized as decent, safe, and sanitary. As part of the process of
relocation assistance, the local public agency may undertake diag-
nostic and referral services on the various human adjustment problems
it encounters in working with residents. Relocation assistance is
financed as part of the title I project and shared by the locality and the
Federal Government.

(¢) Relocation payments.—To help those who must be relocated
meet the costs involved, a variety of special payments have been
authorized—almost all of which are provided as a 100-percent Federal
grant rather than sharad as project costs. Displaced individuals and
families may receive up to $200 to cover moving expenses and losses
of personal property. Low-income families and elderly persons are
entitled to a relocation adjustment payment of up to $500 to assist
in meeting other costs incident to dispf;,cement. Displaced business
firms are entitled to payments for their moving expenses and smaller
firms may be eligible for a small business displacement payment in the
amount of $2,500.

3. History

The requirement for establishing relocation feasibility was estab-
lished in the original Housing Act of 1949. The Housmng Act of 1956
first authorized the making of relocation payments and the amounts
thereof were increased by the Housing Acts of 1959 and 1961. In
the Housing Act of 1964, relocation adjustment and small business
displacement payments were first authorized, the relocation feasibility
requirement was extended to individuals as well as families, and the
Administrator was required to issue rules and regulations covering
the nature of relocation assistance activities required. The Housing
and Urban Development Act of 1965 increased the amount of the
small business displacement payment from $1,500 to $2,500.

4. Level of operations. (See table 1.)

Program: Relocation program.

Department or agency, and office or bureau: Department of Housing and
Urban Development; Renewal Projects Administration [formerly Urban Re-
newal Administration].
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TABLE 1.—Level of operations or performance, fiscal years 1964—67

[Dollar amounts in millions]
Fiscal year | Fiscal year | Fiscal year | Fiscal year
Measure 1064 1965 1966 1967
actual actual estimated | estimated
(@) Magnitude of the program:
Families displaced during year. _..___.____.___.. 18,232 18, 061 25, 000 25, 0600
Individuals displaced during year._. 10, 489 9, 780 12, 000 12, 000
Business concerns displaced during yi 5,836 8, 683 6, 0600 6, 000
Relocation payments made in year. . ___ $10.3 $14.5 $45 $45
(b) Applicants or participants: ! Urban renewal j-
ects with relocation activity underway.__..__._.. 418 520 660 795
(c) Federal finances ®________..._______._..___________ |\ ___________{______.____
(d) Matching or additional expenditures3______________|_______.____|..__. -
(¢) Number of Federal Government employees 4_._____
(f).Non-Federal personnel é_ _ RSN PSRN (SR

1 There may be more than 1 project in a locality with relocation activity.

2 Relocation activities are financed as an integral part of the carrying out of urban renewal projects.

8 Local staff expenses for administering relocation activities are included as a part of project costs. Al
most all relocation payments are covered by 100 percent Federal grant coming from the overall Federal grant
authorization for urban renewal projects. Business relocation payments in excess of $25,000 each are shared
by the locality, but the matching expenditures are very limited.

¢ Federal employment for relocation is part of overall employment for urban renewal projects. No sep-
arate breakdown available.

§ Estimates not available,

5. Estimated magnitude of program in 1970

Relocation activities are directly tied into the operations of the
urban renewal program for which authorizations of funds extend only
t0 1969. With the continued increased trend of population concentra-
tion in the urban areas of the United States, we can see no reason for
any reduction in the need for urban renewal in 1970.

6. Prospective changes in program orientation

(a) Pending legislative proposals.—The Subcommittee on Inter-
governmental Relations of the Senate Committee on Government
Operations has conducted hearings on two bills, S. 1201 and S. 1681
which would establish uniform requirements and procedures with
respect to persons and businesses displaced under all Federal and
federally assisted programs. The substance of the relocation provi-
sions of these bills grows largely out of the urban renewal experience
with relocation and is concerned with extending this approach to other
Federal programs. The only major change from present urban re-
newal approach would be to make some changes in the nature and
size of relocation payments.

(b) Proposed admanistrative and organizational changes.—The Urban
Renewal Administration has been incorporated as a part of the new
Department of Housing and Urban Development. Other than this,
there are no announced organizational or administrative changes

ending.
P (c) Probable changes in the conditions under which the program will
Sunction in 1970, e.g., technological, economic, or social.—At this time
there are no estimates of possible impacts of changing technological,
economic or social conditions on the operations of the urban renewal
program.
7. Coordination and cooperation

(@) Within your bureau, division, or o{‘ice.-Coordination is achieved
through normal administrative channels.

(b) With other units of your department or agency.—There is a very
close interlocking of urban renewal relocation activities with the
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Public Housing Administration and the Federal Housing Administra-
tion. Housing construction assisted by these two agencies constitutes
a major resource for the successful carrying out of relocation. At the
Washington level, there is frequent consultation and discussion of
proposed policies and procedures. At the regional office level, there
are frequent consultations on the solution of operational problems,
such as the amount of housing needed in a locality to meet relocation
needs and the critical question of the timing of the housing so that it
will be available when needed.

(¢) With other Federal Government departments or agencies.—Proce-
dures have been in force for some time for coordination and cooperation
between the Urban Renewal Administration (URA) and the Small
Business Administration. The Congress has provided the Small
Business Administration with authority to assist displaced small
business concerns. The two agencies have been cooperating in the
provision of technical assistance and guidance to the small business
concerns forced to relocate from urban renewal projects. Each local
public agency administering the local renewal activities is adminis-
tratively required to seek the assistance of the Small Business Ad-
ministration at the earliest possible time during project development
and execution. Currently, the SBA is assisting URA to develop
informational material for local public agencies on the types of
assistance available and the extent to which they can help to make
the SBA assistance most effective.

URA has been an active participant in the activities of the Joint
Task Force on Health, Education, and Welfare Services and Housing.
The task force is comprised of representatives of constituent agencies
of the HHFA (HUD) and the Department of Health, Education, and
Welfare. The primary objective of the task force has been to increase
the quality, quantity, range, and availability of services for the
residents of public housing and urban renewal areas. Initially, the
emphasis was on residents of low-rent public housing, but more of
the work now includes urban renewal and community conservation.

The Office of Economic Opportunity and the Urban Renewal
Administration have been working together to encourage joint
efforts at the local level. Particular emphasis has been placed upon
community action programs in conjunction with urban renewal
projects, but other Office of Economic Opportunity programs have
also been developed in cooperation with local urban renewal agencies.
In some instances the local agency houses both Office of Economic
Opportunity and urban renewal programs. In most instances,
joint CAP-URA projects have been developed for the purposes of
improving the environment, encouraging social rehabilitation, and
providing improved opportunities for adequate employment, housing,
and medical care.

(d) With State governments or thesr instrumentalities.—The relocation
program of URA is not directly associated with State governments,
since the statute provides for a Federal-local relationship. However,
some States have laws which govern aspects of relocation require-
ments.

(¢) With local governments or communities.—An explanation of co-
operation and coordination with local governments or communities
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is set forth in the response to this question as it relates to the overall
urban renewal program.

(f) With foreign governments or international organizations.—The
Office of International Housing occasionally requests that URA
relocation personnel consult with visitors or provide other information
and guidance. There are no formal organizational or operating
agreements.

(9) With nonprofit organizations or institutions.—There are no formal
arrangements between URA relocation and nonprofit organizations or
institutions. Interested nonprofit organizations such as the Potomac
Institute, the National Association of Housing and Redevelopment
Officials, and academic institutions have provided some consultative
services and have participated in conferences and workshops concerned
with relocation. Through the urban renewal demonstration grant
program institutions and nonprofit organizations have prepared
studies and analyses of various aspects of relocation and related
problems. Information on relocation has been made available to
interested scholars and others whenever such data have been requested.
In some instances research in specific areas of relocation which the
Urban Renewal Administration itself has not been able to undertake
has been suggested as beneficial to URA and in the public interest.
Reports emanating from these research resources have been utilized
for program improvement and simplification.

(h) With business enterprises.—Not directly applicable to relocation.

(t) With others.—Substantially answered under question 7(g) above.
8. Laws and regulations

Public Law 1020, 84th Congress, approved August 7, 1956, 70 Stat.
1091, sec. 305.

Public Law 85-104, approved July 12, 1957, 71 Stat. 294, 300,
sec. 304.

Public Law 86-372, approved September 23, 1959, 73 Stat. 654,
673, sec. 409.

Public Law 87-70, approved June 30, 1961, 75 Stat. 149, 167,
secs. 304, 305.

Public Law 88-560, approved September 2, 1964, 78 Stat. 769,
788, secs. 310 (see Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 282).

Public Law 89-117, approved August 10, 1965, 79 Stat. 451, 453,
486, secs. 101(i) and 404 (see Basic Laws and Authorities on
Housing and Urban Development, 1965, pp. 283, 409).

30 Federal Register 15145-15149, December 8, 1965, 24 CFR 3.100
et seq.

Current appropriations:

Public Law 89-128, approved August 16, 1965, 79 Stat. 520 (see

Basic Laws and Authorities on Housing and Urban Development,
1965, p. 596).

Supplemented by Public Law 89-309, approved October 31, 1965,
79 Stat. 1133, 1135 (see Basic Laws and Authorities on Housing and
Urban Development, 1965, p. 603).

65-735—67—vol. 3——5
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PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

Very little is known about the economic impacts of the program
since its main intent is to ameliorate the effects of necessary physical
changes. An independent study by the Bureau of the Census indi-
cated that 94 percent of the families displaced from urban renewal
areas ended up in standard housing meeting Census Bureau criteria
for such housing. However, that study also indicated that there was
a cost to the improvement in housing quality—the median proportion
of income spent for rent increased from 25 percent to nearly 28 percent.

Two studies of the economic impact of relocation on small business
have been published:

“Rebuilding Cities: The Effects of Displacement and Relocation
on Small Business,” Basil G. Zimmer, Quadrangle Books, Inc.

“The Impact of Dislocation from Urban Renewal Areas on Small
Business,” William N. Kinnard, Jr., and Zenon S. Malinowski, The
University of Connecticut.

10. Economic classification of program expenditures. (Shown as part
of Urban Renewal Projects.)

REmABILITATION L0oANS AND GRANTS

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

One of the principal problems involved in trying to make rehabili-
tation an effective tool of urban renewal has been the difficulty of
property owners in obtaining the necessary financing to bring their
buildings up to the standards for the area. Rehabilitation cannot be
successful on a piecemeal basis; all, or the great majority of the proper-
ties in the area must be brought up to standard if there is to be any
long-term effect. In some cases, lending institutions have been un-
willing to make credit available in blighted or deteriorated areas.
In other cases, the cost of such credit was too high for low-income
owners to afford. In still other cases, the financial costs of any bor-
rowings, no matter how low, would make rehabilitation impossible
for some families. To meet these financing needs, the Congress has
authorized programs of direct Federal low-interest-rate loans and
grants to make rehabilitation feasible in areas designated for urban
renewal action.

2. Operation

Direct contact with the property owner requiring rehabilitation
loan or grant assistance is maintained by the local public agency
carrying out urban renewal activities in the area concerned. That
local public agency provides advisory services to the property owner
to determine the nature and extent of needed rehabilitation, the
estimates of cost, and the value of the property. The local officials
assist the property owner in preparing the necessary loan and grant
applications and also gather the necessary additional data needed,
such as credit checks, appraisals, etc. The applications are forwarded
to the aporooriate HHFA regional office for review and approval.
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Requests for residential loans over $3,500 are sent for review to the
appropriate FHA office. Upon completion of the loan, the Federal

ational Mortgage Association assumes responsibility for loan
servicing. Loans for rehabilitation of business properties are referred
to the Small Business Administration for technical review and rec-
ommendations. After action by the HHFA regional office the SBA
handles closing and servicing on such loans.

Rehabilitation grants may be made to homeowners in amounts not
to exceed $1,500. If the homeowner’s income does not exceed $3,000
per year, the amount of the grant may be the cost of the rehabilita-
tion work. If the homeowner’s income exceeds $3,000 per year, the
grant cannot exceed $1,500 or that portion of the cost of repairs
which cannot be paid for with an available loan which could be
amortized, along with the borrower’s other monthly housing expenses,
with 25 percent of his monthly income.

Rehabilitation loans on residential properties are subject to the
maximum limits for loans insurable under section 220(h) of the
National Housing Act. Although subject to up to 45 percent in-
creases in high-cost areas, the general maximum for such loans is
$10,000 per dwelling unit for the first three dwelling units in the
structure with reduced maximums for additional dwelling units.
Loans may not exceed the cost of rehabilitation only, or the cost of
rehabilitation plus refinancing of existing debt secured by the property.

The maximum business rehabilitation loan may not exceed the
least of (a) $50,000; (b) the cost of rehabilitation; or (¢) an amount
which when added to any outstanding indebtedness related to the
property creates a total outstanding indebtedness that could reason-
ably be secured by a first mortgage on the property.

The interest rate on rehabilitation loans is fixed by statute at a
3-percent maximum and the term may not exceed 20 years or three-
fourths of the remaining economic life of the structure after rehabilita-
tion. Loans are made only if the applicant is unable to secure a loan
on comparable terms.

3. History

The provision of direct loans for rehabilitation was authorized in
the Housing Act of 1964 with an authorization of $50 million. The
first appropriation for this purpose was enacted late in the fiscal year
1965. The rehabilitation grant program was authorized in the
Housing and Urban Development Act of 1965.

4. Level of operations. (See table 1.)

Program: Rehabilitation loans and grants.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Renewal Projects Administration [formerly Urban Renewal
Administration].
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TaBLE 1.— Level of operations or performance, fiscal years 1965-67 !

[Dollar amounts in millions}

Measure Fiscal year | Fiscal year | Fiscal year
1065 actual | 1966 estimate | 1967 estimate

(a) Magnitude of program:

Residential rehabilitation loans approved $15.0 $27.5

Business rehabilitation loans a‘?proved B T, $7.5

Rehabilitation grants approve - - - $L.5 $10
(b) Applicants or participants:

Individuals or families 2. .. .o | ceeae 2, 500 4,600

Other business firms. . oovmaiacoooo R JS O 500
(¢) Federal finances: 3

Unobligated appropriations available. . __._._.____._. 350 $35

Obligations incurred..._._. J— $15 $35

Commitmentsmade__________.___.. $15 $35
(d) Matching or additional expendituresd. ... ool I o
(¢) Number of Federal Government employees . ...c....... 14 89 04

(f) Non-Federal personnel 8 _____ e .- .-

1 Not in operation in fiscal 1964.

3 Numbers used reflect estimated number of residential loans. The number of families or individuals per
loan is unknown.

3 Finances reflect rehabilitation loans only. Grant amounts are title I projects costs and are therefore
reflected in the urban renewal projects table.

« Borrowers and reciplents of grants may supplement the amounts provided by the Government but the
amount of such supplements i3 unknown. X

s Employees for loans only. Employees for grant programs are included in figures provided for urban
renewal projects.

¢ No estimates available.

5. Estimated magnitude of program in 1970

Experience under the rehabilitation loan and grant programs is
still too limited to justify any valid estimates of performance several
years into the future. There has been a continuing increase in the
extent to which rehabilitation is being used by localities in their
overall urban renewal efforts and we can expect this increase to
copntinue.

6. Prospective changes in program orientation

(@) Pending legislative proposals.—None.

(b) Proposed administrative and organizational changes—The Urban
Renewal Administration has been incorporated as a part of the new
Department of Housing and Urban Development. ~Aside from this,
there are no announced administrative or organizational changes
pending.

(¢) Probable changes in the conditions under which the program will
Function in 1970; e.g., technological, economic, or social.—At this time
there are no estimates of possible impacts of changing technological,
economic, or social conditions on the operations of the rehabilitation
loan and grant programs.

7. Coordination and cooperation

(@) Within your bureau, division, or office.—Coordination achieved
through normal administrative structure.

(b) With other units of your department or agency.—See question 3
for discussion of coordination with the Federal Housing Administra-
tion and the Federal National Mortgage Association.

(¢) With other Federal Government departments or agencies.—See
question 3 for discussion of coordination with the Small Business
Administration.

(e) With local governments or communities—The rehabilitation loan
and grant programs are carried out through local public agencies and
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municipalities engaged in undertaking urban renewal activities includ-
ing code enforcement projects.

For (d), (h, (9), (h), and (z). None.

8. Laws and regulations

Rehabilitation loans:

Public Law 88-560, approved September 2, 1964 (78 Stat. 769, 790,
sec. 312). Amended by: Public Law 89-117, approved August 10,
1965, 79 Stat. 451, 479, sec. 312 (see Basic Laws and Authorities,
on Housing and Urban Development, 1965, p. 246).

Rehabilitation grants:

Public Law 89-117, approved August 10, 1965, 79 Stat. 451, 457,
sec. 106 (see Basic Laws and Authorities on Housing and Urban
Development, 1965, p. 284).

Current appropriations:

Public Law 89-128, approved August 16, 1965, 79 Stat. 520 (see
Basic Laws and Authorities on Housing and Urban Development,
1965, p. 596). Supplemented by: Public Law 89-309 (rehabili-
tation grants only) approved October 31, 1965, 79 Stat. 1133, 1135
(see Basic Laws and Authorities on Housing and Urban Development,
1965, p. 603).

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Eeconomic effects

Operations under the rehabilitation loan and grant programs are
still too new to permit any valid judgments on economic effects.
It is believed that the programs will reduce the costs of housing or
provide substantially better housing at the same or slightly higher
costs for a significant number of families. As an integral part of
urban renewal and code enforcement efforts, it will help arrest and
reverse the decline of neighborhoods.

10. Economic classification of program expenditures. (Included under
Urban Renewal Projects.)
There were no expenditures for rehabilitation loans and grants in
fiscal year 1965.

Urban Transportation Administration
UrsaN Mass TRANSPORTATION

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives
The purposes of the urban mass transportation program are:

(@) To assist in the development of improved mass transpor-
tation facilities, equipment, techniques, and methods, with the
cooperation of mass transportation companies, both public and
private;

(6) To encourage the planning and establishment of areawide
urban mass transportation systems needed for economical and
desirable urban development, with the cooperation of mass
transportafion companies, both public and private; and
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(¢) To provide assistance to State and local governments and
their instrumentalities in financing such systems, to be operated
by public or private mass transportation companies as determined
by focal needs.

2. Operation

The program involves:

(a) Grants to assist public bodies (States, municipalities, and
other political subdivisions of States; public agencies and instru-
mentalities of one or more States, municipalities, and political
subdivisions of States; and public corporations, boards, and com-
missions established under the laws of any State) in the acquisi-
tion, construction, and improvement of facilities and equipment
for use, by operation, lease, or otherwise, in mass transportation
service in urban areas and in coordinating such service with
hichway and other transportation in such areas. Grants may
not exceed two-thirds (one-half where certain planning require-
ments are not fully met) of that portion of project costs which
cannot reasonable be financed from revenues.

(b) Loans to public bodies for the same purpose, in cases when
revenues are sufficient to assure repayment but for whom funds
are not available in the private market upon reasonable terms.
The current interest rate is 4% percent.

(c) Research, development, and demonstration projects, di-
rectly or by contract, in all phases of urban mass transportation.
Funds authorized have generally been used for grants to public
bodies for two-thirds of the net costs of demonstrating new ideas
or methods for improving mass transportation systems or service

3. Huistory

The Housing Act of 1961 (Public Law 87-70) authorized $25 million
for grants to public agencies to assist in demonstrating new ideas or
methods for the improvement of urban mass transportation and $50
million for low-interest rate loans for capital improvements to urban
mass transportation systems.

Following a joint study by the Housing and Home Finance Admin-
istrator and the Secretary of Commerce, the President recommended
to the Congress enactment of legislation to establish a continuing
program of assistance in this area.

In 1964, the Congress enacted the Urban Mass Transportation Act
of 1964, which provides Federal assistance through capital grants and
loans and a program of research, development, and demonstration
projects.

These programs, which are outlined in paragraph 2, above, are
administered through the Urban Transportation Administration
(formerly the Office of Transportation) in the Department of Housing
and Urban Development.

4. Level of operations. (See table 1.)

Program: Urban mass transportation.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Urban Transportation Administration [formerly Office of
Transportation].



HUMAN RESOURCES PROGRAMS 1017

TaABLE 1.—Level of operations or performance, fiscal years 1964—67

[Dollar amounts in millions}

Fiscal year | Fiscal year | Fiscal year | Fiscal year
1964 1965 1966 estimate | 1967 estimate
Number of approved projeets. . . .....______.___ 1 28 55 56
Participants:
Multistate authority. 3 1 (n &)
State government or agency.._ . 2 5 Q] [Q]
Local government or agency- . - 6 22 ()
Federal finances:
Grant smount authorized __.._._ - * $25 $75 $150 $150
Grant amount appropriated... - $4.8 $60 $130 $130
Grant funds committed ... $4.3 $59.6 $130 $130
Matching expenditures: Funds committed by
local and State bodies* .. ______.__.__________ $2.1 $37.6 $65 $65
Number of Federal employees engaged in pro-
gram administration at yearend._____________ 16 23 40 55
Number of non-Federal employees of partici-
pating public bodies ... ... ... __ [0} Q] m [0}

1 Not available, or indeterminate.

21961 authorization.

3 The proportion of the Federal grant to the net project cost varies, depending upon the status of com-
prehensive and transportation planning in the urban area. These figures show the local contribution when
all planning requirements are met, since fund reservations are made on this basis.

Nore.—No loans were approved in fiscal years 1964 and 1965. In fiscal 1966, 1 loan of $3,100,000 has been
approved. No appropriation for loan program is being requested for fiscal 1967.

5. Estimated magnitude of program in 1970

It is not possible at this time to predict with any accuracy the 1970
program level. The authorization for appropriation in the 1964 act
is only through 1967. Sufficient data concerning the industry is not
yet available to project its long-term capital requirements or the por-
tion of these requirements which can be met without grant assistance.

It is clear, however, that the needs by 1970 will be greater than those
which have existed in the past. The vastly increased numbers of
people who will live in cities and the absolute limits to which existing
urban areas can be turned into roadway and parking areas make it
inevitable that substantially larger numbers of persons must be moved
by some type of public mass transit. Local government will place
increasing &pendence upon mass transit as an element of orderly
and rational growth.

6. Prospective changes in program orientation

Modifications of the urban mass transportation program may occur
as a result of anticipated legislation to amend and extend the authori-
zation of the Urban Mass Transportation Act of 1964, or in connection
with the organization of the new Department of Housing and Urban
Development. The President’s proposal for a new Department of
Transportation, as mentioned in his recent state of the Union address,
may also have a significant effect on the present program.

Several bills were introduced in the last session of Congress directly
affecting the program. H.R. 9200 and 21 other identical bills were
introduced in thegE[ouse and S. 2599 in the Senate to establish a 2-year,
$20 million federally supported research program for the development
-of new urban transportation systems.

Bills have also been introduced (S. 2339 and H.R. 10126, 10170,
10171, and 10172) to increase the Federal funds available for urban
Tass transportation by permitting a State to use some of the highway
trust funds for this purpose.
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Other pending legislation of a general nature which would affect
the program are: S. 2643, directing the ICC not to approve railroad
mergers or consolidations unless they conform to ICC-approved re-
gional plans; S. 1681, to provide for uniform relocation payments
and various bills dealing with intergovernmental cooperation.

Predictions for social and economic conditions in 1970 all point to a
higher percentage of the growing population living in urban areas.
The President stated in his message to Congress on the “Problems and
Future of the Central City and Its Suburbs,” that the equivalent of 15
cities of 200,000 each will be added every year within the coming gen-
eration. This will greatly increase pressures on the cities for better
public transportation facilities.

Traffic congestion will intensify with the projected growth of the
automobile industry. It is estimated that by 1980 the number of
private vehicles will pass the 120 million mark, as compared to the
present 85 million. (Also, see comments under question 5.)

7. Coordination and cooperation

(a) Within the Office of Transportation.—The staff of the Office of
Transportation is now, and will be for the foreseeable future, suffi-
ciently small that coordination problems among the several program
activities are minimal. Communications are direct and informal.

(b) With other units of HUD.—Coordination with other HUD pro-
grams is essential in order to fulfill the overall objective of encouraging
the planning and establishment of areawide urban mass transportation
systems needed for economical and desirable urban development.

The principal means of coordination is through the requirement
that capital facilities or equipment be found to be needed in carrying
out a program for a unified or officially coordinated urban trans-
portation system as a part of the comprehensively planned develop-
ment of such area.

The Office of Planning Standards and Coordination, under an
Assistant Administrator, has been established to coordinate the
comprehensive planning requirements of this and other legislation
administered by HUD. The Assistant Secretary for Metropolitan
Development reviews all applications for capital assistance to de-
termine whether the comprehensive planning requirement has been
met and adequately provides a basis for a transit improvement
program.

(¢) With other Federal departments.—Comprehensive urban area
planning is a prerequisite for aid under the Federal Highway Act,
as well as under the Urban Mass Transportation Act. The coor-
dination of these requirements is carried out through direct liaison
between HUD and the Department of Commerce and joint commit-
tees at the regional level and in Washington.

The Department of Labor reviews all applications for assistance
under the Urban Mass Transportation Act to determine that fair
and equitable arrangements under section 10(c) of the act have been
made to protect the interests of affected employees.

The Department of Health, Education, and Welfare, pursuant to
section 11 of the act, has established air pollution control standards
for facilities or equipment assisted through Federal mass transporta-
tion grants or loans. These standards are included in the grant or
loan contract.
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(d) and (¢) With State and local governments.—Where State mass
transportation agencies have been established (notably Massachusetts,
New York, and Pennsylvania) liaison is maintained between HUD
and the State agency. In general, however, no overall State agencies
exist for the purpose of providing State assistance or coordinating
assistance to local agencies on a statewide basis.

Financial assistance under the Urban Mass Transportation Act is
in all instances channeled through a public agency, which may be a
State or local governmental body, public authority, or an interstate
body. The public agency must show that the assistance is needed to
carry out a continuing transit improvement program based on ade-
quate comprehensive planning. The public agency must also be able
to provide sufficient continuing control to assure that the facilities
and equipment are used for the purpose for which the grant or loan
is made.

(fy With foreign governments.—There is a continuing exchange of
ideas and experience through discussion with visiting officials of foreign
countries who are interested in transportation problems. These con-
tacts are coordinated through the Office of International Housing and
with other Federal agencies, such as the Bureau of Public Roads in
the Department of Commerce.

(g) With nonprofit organizations.—Such groups as the American
Transit Association, Institute of Rapid Transit, Railway Progress
Institute, National League of Cities, and the conference of mayors
frequently request information and program data with regard to the
urban mass transportation program for dissemination to their mem-
bers. In turn, these organizations keep the Department informed
concerning the views and needs of their constituents.

(k) With business enterprises.—Private companies providing urban
mass transportation service participate in the program under contract
or other agreement with the State or local public agency to which a
Federal grant or loan may be made.

8. Laws and regulations

Urban Mass Transportation Act of 1964, Public Law 88-365, July
9, 1964.

Housing and Urban Development Act of 1965, Public Law 80-117,
August 10, 1965, which repeals section 9(c) of the Urban Mass Trans-
1()ortation )Act of 1964 relating to the use of American-made products
(sec. 1109).

Independent Offices Appropriation Act of 1966, Public Law 89-128,
August 16, 1965.

‘Tnformation for Applicants: Mass Transportation Demonstration
Program.”

“TInformation for Applicants: Capital Grants and Loans for Urban
Mass Transportation.”

G “.grba,n Mass Transportation Program Planning Requirements
uide.”

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects
Data quantifying the economic effects of the urban mass transporta-
tion program are not currently available. This is an area in which
further research activity, both public and private, is needed.
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There is general agreement, however, that public mass transporta-
tion (whether bus, rail rapid transit, or commuter rail) is a significant
factor in shaping the developing urban complexes of the Nation,
providing maximum mobility and choice for people living in these
complexes, and preserving the economic vitality of downtown areas.
The urban mass transportation program aids in the preservation and
improvement of such systems through research and demonstration
projects and through the provision of capital assistance where new
facilities or equipment cannot be fully supported by transit revenues.

In major cities public transportation is eritically essential to the
movement of people. Without it, the daily flow of people between
their homes and places of work would be virtually impossible. Even
if it were physically possible to move these people by private auto-
mobile, the expenditures for street and parking facilities would exceed
by many times the cost of providing adequate mass transportation
facilities, and the land needed for streets and parking would divert
land from other uses essential to the maintenance of the public and
private economy of the urban area.

In smaller cities, the need for public transportation may be less
dramatically apparent than in the great urban centers. This need
still exists, however, in providing mobility to that large segment of the
population which does not have ready access to private transporta-
tion—the young, the elderly, the physically handicapped, and the
economically underprivileged.

The employable person who, for whatever reason, does not have an
automobile is, in the absence of public transportation, restricted in
his ability to seek or hold employment outside a relatively small area.
This restriction adversely affects his individual earning power and
choice of employment. It likewise restricts the ability of business
enterprises to recruit from the entire labor force in the urban area.

The absence of public transportation may remove other choices from
sizable groups of people, who are restricted in where they can shop,
or where they can go for recreation, or in their participation in civic
affairs. This adversely affects both the people whose mobility is
restricted and the economic and social structure of the urban area in
which they live.

10. Economic classification of program exzpenditures. (See table 2.)
Program: Urban mass transportation.
Department or agency, and office or bureau: Department of Housing and Urban:

Development; Urban Transportation Administration [formerly Office of
Transportation].

TABLE 2.—Economic classification of program expenditures for fiscal year 1965
[In millions of dollars)

Federal Government: Grants to State and local governments (total
Federal expenditures)

Non-Federal expenditures financed by State and local governments . ____ 6.0
Total expenditures for program. .. _._________________________._ 17. 1
1 Estimated.

Housing Assistance Administration
Housing ror TEHE ELDERLY AND HANDICAPPED

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives
Under the senior citizens housing loan program authorized by
section 202 of the Housing Act of 1959, as amended, financial assistance
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in the form of direct loans is provided to private nonprofit corporations,
consumer cooperatives, and certain public bodies for the construction
or rehabilitation of rental housing for the elderly (62 years of age or
older) and the handicapped. Loans may be made up to 100 percent
of the development cost for periods up to 50 years. The current
interest rate on such loans is 3 percent.

This program of direct loans permits assistance for development of
nonprofit projects intended to serve those elderly people whose in-
comes are generally above the levels established for admission to
public housing projects but below that needed to pay the rentals for
adequate private housing otherwise available.

Project design, site selection, and financial arrangements must be
consistent with the ultimate purpose of achieving a pleasant living
arrangement at minimum rentals, which promotes the independence
and self-reliance of senior citizens. Project planning and design
should take into account the desires and needs of older persons for
privacy, participation in social and community activities, and access
to community services.

2. Operation

The senior citizens housing loan program is administered by the
Housing Assistance Administration (formerly by the Community
Facilities Administration) through the several regional offices of the
Department of Housing and Urban Development. The processing
of loan applications takes place within the regional offices where
HUD program staff reviews basic loan proposals and technical staff
of HUD evaluates the supporting documents. Final approval of
the loan takes place in Washington by the Commissioner of the
Community Facilities Administration. After loan approval and
satisfaction of Federal requirements by the borrower, and receipt of
an acceptable bid, the borrower is authorized to proceed with the
construction of the project. The project is constructed by private
contractors who are the successful bidders. The entire responsibility
for project development and operation rests with the borrower after
loan approval and bid acceptance. The Federal participation is
limited to assuring proper use of loan funds during development and
eonformance to the general objectives of the program as well as to
determining that the borrower can meet loan repayment obligations
after the project is in operation.

3. History

The senior citizens housing program came into being with the signing
of the Housinﬁ1 Act of 1959 by President Eisenhower in September
1959. This bill authorized appropriations of $50 million. Congress
subsequently appropriated $20 miﬁion to provide for 98-percent loans
for a program that was to be considered a pilot program in an effort
to meet the housing need of the well elderly. The program was
originally administered directly under the Office of the Administrator
of the Housing and Home Fimance Agency. In May of 1961, this
program was transferred to the Community Facilities Administration.
Subsequent to the transfer of the program, additional housing legis-
lation broadened the scope of the program and increased authorized
appropriations.

The Housing Act of 1961 authorized 100-percent loans. It was
administratively determined in December of 1962 that all senior
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housing projects developed under this program would be subject to
income limits established by the Administrator. In this same year,
the size of the projects permissible under the loan program was in-
creased from 50 units to 300. The program continued without signi-
ficant legislative change until the Housing Act of 1964, which expanded
the program to include housing for the handicapped.

Under the Housing Act of 1965, authorized appropriations were
increased to $500 million through 1968, with an interest rate of 3
percent. A supplemental appropriation also raised the funds avail-
able through June 30, 1966, from $275 to $325 million.

4. Level of operations. (See table 1.)

Program: Housing for the elderly and handicapped.

Department or agency, and office or bureau: Department of Housing and Urban
Development; Housing Assistance Administration [formerly Community Facil-
ities Administration].

TABLE 1.—Level of operations or performance, fiscal years 1964—67

[Dollar amounts in thousands)

Fiscal year | Fiscal year | Fiscal year | Fiscal year
Measure and unit 1964 1965 1966 1967
estimate estimate

(a) Magnitude of program:
Approved loans:;

This year:
Projects_ oo 41 34 43 40
Dwelling units - 5,128 4,719 6, 584 6, 000
Federalloan . . ..o $57,953 $57, 806 $80, 698 $73, 200
Cumulative:
Projects. - cceeaoo 109 150 193 233
Dwelling units._ 12,046 17,174 23,758 29, 758
Federal loan $139, 508 $197, 461 $278, 159 $351 359
Construction starts:
This year:
Projects___..__ 30 35 25 45
Dwelling units 3,059 4,476 4,104 6, 900
Federal loan . . $34,110 $53,428 $48, 464 $82, 200
Cumulative:
Projects —-- 75 105 130 175
Dwellingunits._.._ ... 7,878 10,937 15, 041 21,941
Federalloan___._______________________ $92, 197 $126, 307 $174,771 $256, 971
Construction completed:
This year:
Projects. - . ool 22 30 29 40
Dwelling units. 2,201 2,737 3,293 5, 600
Federalloan____________ . _____________ $26, 667 $31, 586 $38, 963 $67, 200
Cumulative:
Projects. .ol 45 67 96 136
Dwelling units 3,528 5,891 9,112 14,712

Federal loan $39, 036 $65, 703 $104: 666 $171, 866

(b} Applicants (loan applications):

This year:
Number_ . aos 38 37 64 50
Number of units_.. ... 5,401 5,254 10,063 7,900
Amount $64, 386 $62, 535 $123, 462 $95, 000
Cumulative:
Number 361 398 462 512
Number of units 41, 596 46, 850 56,913 64, 813
mount $450, 879 $513,414 $636, 876 $731, 876
(¢) Federal finances:
Unobligated appropriation available____..____. _ $75, 000 $78,176 $85, 218
Obligationsineurred . ____________________{.__.________| ... _
Allotments made (fund reservatio: $49, 296 $46, 858 $85, 000
(d) Matching or additional expenditures one None None
(&) Number of Federal employees. O] () [U)
(f) Non-Federal personnel ._____ 0 0
(g) Other measures of level (U] (U] O]

1 Not available. It is difficult, if not impossible, to estimate the number of actual employees involved
in this process. Activity ranges from the full-time program or policy staff person, specifically engaged in
the direct loan program, to the hundreds of other staff members of the Department, who service smaller
aspects of the program on a part-time or itinerant basis. These may include regional office technical review
staff, such as attorneys, architect-engineers, finance men, field engineers, general administrative personnel,
down to less specialized persons, including typists, file clerks, and the like
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§. Estimated magnitude of program in 1970
It is estimated that the program level in 1970 will be between $150
and $170 million per year.

6. Prospective changes in program orientation
We do not foresee any significant change in program orientation
or emphasis within the next few years.

7. Coordination and cooperation

(a) Coordination of the senior housing program within CFA is ac-
complished through the Assistant Commissioner for Operations and
Engineering. The program depends on other organization units for
services and technical assistance.

(b) through (i) Coordination of the senior housing program with
other Government or private agencies and groups is accomplished
through the Assistant Administrator for Senior Housing for the Hous-
ing and Home Finance Agency. He provides policy guidance and
assures that the objectives and policies of the program are coordinated
with other programs as appropriate.

8. Laws and regulations

Housing Act of 1959, Public Law 86-372, September 23, 1959: Pro-
gram was enacted with an authorization of $50 million; related
facilities limitation was $5 million,

Housing Act of 1961, Public Law 87-70, June 30, 1961: Authoriza-
tion was increased from $50 million to $125 million; related facilities
limitation was removed ; permitted 100-percent loans, deleting previous
2-percent equity requirement.

Senior Citizens Act of 1962, Public Law 87-723, September 28, 1962:
Increased authorization from $125 million to $225 million; confined
loans to new construction for both housing and related facilities.

Joint resolution, Public Law 88-158, October 24, 1963: Increased
authorization from $225 million to $275 million.

Housing Act of 1964, Public Law 88-560, September 2, 1964:
Authorization increased from $275 million to $350 million; handi-
capped families eligible regardless of age; loans may be made for the
rehabilitation or conversion of existing structures to provide housing
and related facilities.

Housing and Urban Development Act of 1965, Public Law 89-117,
August 10, 1965: Increased authorization from $350 million to $500
million; reduced maximum interest rate to 3 percent.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects

(a) The direct loan program has made possible lower costs of housing
for elderly persons, by virtue of the lower interest rate, and the
longer term for the loans. This has freed older persons to use the
money thereby released for other needs, such as food, medicine, and
clothing. The elderly who do not actually have to enter homes for
the aged and remain in living arrangements under 202 auspices are
able to conserve their money until later medical emergencies require it.

For those families supporting older persons, the same benefit
applies, in the case of lowered rents deriving from the lower interest
rate, times the number of families involved each year.
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(®) (e), (d), (¢), and (f) not applicable.

(g) This program, developed in the past 6 years, has been rising very
rapidly, out of any proportion to the GNP. However, the construc-
tion, salary, and other expenditure benefits do contribute to the GNP.
[See (h) below.]

(h) Other economic effects:

(1) About four-fifths of loan goes for construction and other
labor, which produces about 15 percent in Federal taxes, and one
quarter of this in State and local taxes.

(2) About one-half of the loan is for materials, on which there
is an average sales tax of 2 percent.

(3) Real estate values increase upon construction as a project,
by about 75 percent of the value of the land, which is about 10
percent of the total cost of the project.

(4) Each project produces an increase in the number of man-
years of labor, assuming that 80 percent of the project is construc-
tion cost, and that each $1,000 produces 198 man-hours of labor,
and an average of 2,000 man-hours makes up a man-year.

10. Economic classification of program expenditures. (See table 2.)

Program: Housing for the elderly and handicapped.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Housing Assistance Administration.

TaBLE 2.—Fconomic classification of program expenditures for fiscal year 1966

[In millions of dollars]
Federal Government: -
Purchases of goods and 8erviees. ... oo caoomccomacoo 1.0
Loans to nonprofit organizations. «- - a--ccocameooo ool 42,6
Total Federal expenditures ! -« oo 43.6

1 $43,600,000 represents gross expenditures. Applicable receipts are $2,200,000, leaving net expenditures
of $41,400,000.

Federal National Mortgage Association

SECONDARY MARKET OPERATIONS

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives !

The secondary market operations of the Federal National Mortgage
Association, basically a privately financed activity, have as their
statutory objective the provision of supplementary assistance to the
secondary market for home mortgages by providing a degree of
liquidity for mortgage investments, thereby improving the distribution
of investment capital available for home mortgage financing. FNMA
accomplishes this objective by its purchases of acceptable Federal
Housing-insured (FHA) and Veterans-guaranteed (VA) mortgages
and Farmers Home-insured loans (FHDA) in areas where, and at
times when, investment funds are in short supply and by selling such
mortgages and loans in areas where and when Investment funds are
available. FNMA is also authorized to make bank-type short-term
loans which are secured by FHA-insured or VA-guaranteed mortgages
or FHDA-insured loans, and to purchase, sell, and deal otherwise in
participations in such federally insured loans and mortgages.

1 The secondary market operations of the Federal National Mortgage Association are authorized by the

Federal National Mortgage Association Charter Act as set forth in 12 U.8.C. 1716 et seq. and more par-
ticularly in secs. 1716-1719 thereof.
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2. Operations

The Federal National Mortgage Association is a national corpora-
tion that had its inception in 1938 as a wholly owned instrumentality
of the Federal Government pursuant to title III of the National
Housing Act as then amended (52 Stat. 8). In 1954, the Association
was rechartered as a mixed-ownership corporation (68 Stat. 590);
all of its common stock is freely transferable and is owned by private
shareholders; the preferred stock is owned in part by the Federal
Government (Secretary of the Treasury) and in part by FNMA in
the form of corporate treasury stock. The capitalization of the
Association pertains only to the secondary market operations, one of .
three compartments from which the Association’s activities are
conducted.

The corporation’s mortgage activities are conducted under three
separate functions or operations—(1) the secondary market operations,
basically a privately financed activity; (2) the special assistance
functions; and (3) the management and liquidating functions, both
the latter of which are operated for the account of the Government
with U.S. Treasury funds (excepting the interests of, and funds of,
investors in FNMA’s participation certificates.) Each of the three
activities has separate accountability and operates in much the same
way as though each was a separate corporation. For purposes of
efficiency and economy, however, staff and common services for all
three programs are consolidated so that there is a single legal staff,
a single accounting staff, a single audit staff, et cetera. A majority
of the corporation’s employees work on, or serve, and their expenses
are charged to, more than one program or activity. An expense
distribution system to record costs on a program basis is kept in the
official books which are subject to audit.

FNMA conducts its overall activities nationally through five field
offices located throughout the country so as to best serve the needs
of the organizations which do business with the Association. In
addition to these field offices (located in Philadelphia, Pa., Atlanta,
Ga., Chicago, IIl., Dallas, Tex., and Los Angeles, Calif.), FNMA
maintains a fiscal agency office and a mortgage sales office in New York
City and an administrative or central office in Washington, D.C.

3. History

FNMA is a corporation which was established in 1938 to provide a
market for the purchase and sale of FHA-insured mortgages. The
scope of the Association’s activities was broadened in 1948 to provide
similar facilities for VA-guaranteed mortgages and, in 1965, for rural
housing loans insured by the Farmers Home Administration of the
Department of Agriculture. The secondary market operations of the
Association date from 1954 when the corporation was rechartered by
statute to provide a secondary market facility for home mortgages
and to provide that the operation shall be “financed by private capital
to the maximum extent feasible” (68 Stat. 590).

The secondary market operations of the Association are financed,
in the main, through the issuance of preferred stock to the Secretary
of the Treasury and common stock to organizations that sell mort-
gages to, or that borrow funds from, the Association and by borrowings
from private investors through sales to them of the corporation’s
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debentures and short-term discount notes not exceeding 10 times the
sum of FNMA’s capital and surplus in these operations. Other
funds are derived from portfolio liquidation, fees, and charges for
various services by the Association, interim borrowings from the
Secretary of the Treasury, income from investments other than
mortgages, and income from general operations.

The FNMA Charter Act provides that when all of the outstanding
preferred stock held by the Secretary of the Treasury has been re-
tired, the assets and liabilities of the corporation in connection with,
and the control and management of, the secondary market operations.
~ shall be transferred to the owners of the outstanding common stock in
order that the operations might thereafter be carried out by a privately
owned and privately financed corporation.

As stated under question No. 1 of this part, the basic objective of the
secondary market operations is to provide supplementary assistance
to the secondary market for home mortgages by providing a degree of
liquidity for mortgage investments, thereby improving the distribu-
tion of investment funds available for home mortgage financing. In
achieving this objective, the Association purchases acceptable FHA~
insured and VA-guaranteed mortgages and FHD A-insured loans from
organizations (such as mortgage banking companies, State and
federally supervised banks and savings and loan associations, insurance
companies, and other such organizations) in areas where, and at times
when, mortgage funds are in short supply and sells such mortgages
or loans from portfolio in areas where and when investors (such as
banks, insurance companies, and the like) have funds available for
mortgage investment.

Under its secondary market operations, dating from November 1,
1954, FNMA has contracted to purchase 491,682 FHA and VA mort-
gages totaling $5,904 million in 10% years through June 30, 1965, and
purchased 457,440 mortgages with unpaid principal balances aggre-
gating $5,411 million. During the same period, sales aggregated
199,206 mortgages totaling $2,332 million. The purchases rtﬁgted to
properties located in 48 States, the District of Columbia, Puerto Rico,
and the Virgin Islands as indicated in the answer to question No.
9(f) of part II hereof.

4. Level of operations. (See table 1.)

Program: Secondary market operations.
Department or agency, and office or bureau: Department of Housing and Urban
evelopment: Federal National Mortgage Association.



99— '10A—L9—CEgLC9

TasLe 1.—Level of operations or performance, fiscal years 1964-67

Measure

(a) Magnitude of program..._.._______._.__.___

(b) Applicants or participants:
State government agencies._ . ........
Local communitios or governments.
Individuasls or families

(¢) Federal finances:
Unobligated sappropriations available
{borrowing authority availablo (trust
revolving fund))!.

Obligations incurred . ... .___.___.__.__
Allotments or commitments made..._._.

(d) Matching or additional expenditures for the

program,

(&) Number of Federal Government employees
administering the program.?

(f) Non- Federal personnel employed in pro-
gram.?

(g) Other measures of level or magnitude of per-
formance.

[Dollars in millions]
1064 1965 1966 estimate 1967 estimate
Unit
Number | Amount | Number | Amount { Number | Amount | Number | Amount
Mortgages:
Immeditat; and commitment contracts 18, 295 $183. 5 32,969 $366.7 | 185,000 | $2,000.0 | 104,000} $1,300.0
executed.
Purchases. 17,888 179.2 28, 286 804.8 | 168,000 [ 1,900.0 96, 000 1,200.0
Sales...... 9, 797 112.5 7,007 72.7 460 5.0 2, 300 25.0
None None None
None None None
.- 29, 439 166, 000 100, 000
Mortgage banking 442 [3:3: 70 PN P,
Banks and trust companise_ 01 125 oo
Savings and loan association: 19 b 113 (OO (S,
Insurance companies... 8 ) {1 PR A
360.0 [-oceooae- 506.4 [-.oooean
183.5 [ocencanae 356, 7 [<cocncenas
NODe f.ceeeuunnn None {._.......
Man-years. _...ceceeemceocemccccaccccaaane /i1, 70 (R 860 [.ccvooeoao 920 |eccmennnas L1
Number of persons:
Under contract (fiscal) ... . _.ooooo.. 4 4 4 [ 3 PUSRR
Attorneys (individuals, firms, trustees) .| 809 914 950 950
FI;J]’MA mortgage servicing organiza- 1,080 1,036 1,035 1,035
ons.
Portfolio Hquidation other than sales_...... 12, 956 183.7 13,080 173.7 13, 800 195.0 17,900 250. 00

1 FNMA'’s Secondary Market Operations are not financed with appropriated funds. in respect to the varlous functions or operations but operate as a singlo staff for all activi-
Required funds are obtained, in the main, by borrowings from private investors or, on ties.
an interim basis, [rom the Secretary of the Treasury, subscriptions to preferred and com- * Servicers utilized in connection with FNMA’s overall activities are not {dentified

mon stock, and port{ollo liquidation.

with any one function or operation.

t As poted in answer to question No. 2, the association’s employees are not segregated

SIVYINOYd SIDYNO0SHEY NVIWAH

2201
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5. Estimated magnitude of program in 1970. (See table 2.)

TABLE 2.—Secondary market operations, fiscal year 1970

Activity Number of |Approximate

mortgages volume
Immediate and commitment contracts executed to purchase mortgages.. .. 75,000 | $810, 000, 000
Purchases. . - JUN 69, 500 750, 000, 000
Sales e [ RN, 13,900 150, 000, 000
Repayments and other liquidation._.__.______ - 21,100 350, 000, 000

6. Prospective changes in program orientation

(@) Pending legislative proposals.—From time to time, there have
been discussions among the various housing industry groups regarding
the advisability and feasibility of expanding FNMA’s secondary
market operations to permit the Association to deal in conventionally
financed mortgages in addition to those which are underwritten by
an agency or Instrumentality of the Federal Government. Such a
bill was introduced in the Senate (S. 787) on January 27, 1965. No
action was taken on the bill during the current session of the Congress.
Should this bill, or its equivalent, be enacted into law, the Association’s
activities under its secondary market operations could be materially
affected and would enable the corporation to expand the scope of its
services to the housing industry and the housing economy generally.

(b) Proposed administrative and organizational changes—None con-
templated at this time.

(¢) Probable changes in the conditions under which the program wril
function in 1970—None anticipated at this time.

7. Coordination and cooperation

(a) Within FNMA itself —None other than to the extent specified
in answer to question No. 2.

(b) With other units of agency—HUD.—

(1) Under an arrangement entered into in March 1962 between the
Association and the Federal Housing Commissioner, the Association
has acquired, as of June 30, 1965, for the portfolio of its secondary
market operations 27,889 Federal Housing Commissioner-owned
mortgages, totaling $263 million, in exchange for FNMA-held FHA
debentures which FNMA had acquired in connection with the fore-
closure of certain corporation-owned FHA mortgages. This action
relieved the Federal Housing Administration of the necessity of serv-
icing that volume of mortgages with staff employees. FNMA’s
purchases of these mortgages and their addition to its portfolio were
accomplished with a minimum of adjustment to its personnel staffing.
Since, as indicated, the mortgages in question were previously owned
bf, FHA and had been serviced for that agency by FHA staff em-
ployees, the acquisition of the mortgages by FNMA effected sub-
stantial savings in personnel expenses to the FHA and simultaneously
provided FNMA'’s contract servicers with additional servicing income
under the corporation’s arrangement of having its one- to four-family
housing mortgages serviced by private servicers under contract.

Other examples (affecting FNMA as a whole and not specifically
the secondary market operations):

(2) Between mid-March 1964 and October 1, 1965, administrative
services for the voluntary home mortgage credit program (VHMCP),
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which theretofore had been provided by the Office of the Administrator
HHFA, were provided through FNMA pursuant to delegation by the
Administrator. Under the Housing Act of 1954, general supervision
of the program and the establishment of its operating policies were the
responsibility of the National Voluntary Home Mortgage Credit
Extension Committee composed of 14 representatives of the real estate,
homebuilding, and home-financing industries. These representatives
were appointed by the Administrator of HHFA, who was also Chair-
man of the Committee. At the time of the change referred to above,
the National Committee operated through six regional subcommittees
all of which were provided with administrative services by the respec-
tive regional offices of HHFA. That portion of the National Housing
Act (68 Stat. 637.) which provided for the establishment and function-
ing of the VHMCP expired by act of law as of October 1, 1965.

(3) Pursuant to the provisions of 73 Stat. 654, 79 Stat. 451 and 79
Stat. 667, FNMA is authorized, under its management and liquidating
functions, to make commitments to purchase, and to purchase, service
or sell any obligations offered to it by the Secretary of Housing and
Urban Development or any mortgages covering residential property
offered to it by any Federal instrumentality. Under this arrangement,
FNMA has taken over the management and servicing of approximately
$159 million of HHFA (now HUD) mortgages that were previously
serviced for the agency by the Public Housing Administration (Lan-
ham Act housing mortgages) and by the Community Facilities Ad-
ministration. The Association, under its management and liquidating
functions, has also acquired, as of June 30, 1965, 19,807 Federal
Housing Commissioner-owned mortgages, totaling $171 million, in
exchange for FNMA-held FHA debentures or for cash.

(4) During 1965, pursuant to an arrangement entered into between
FNMA and the Administrator, HHFA (now Secretary of Housing and
Urban Development), this Association will undertake to service, on a
temporary and experimental basis, rehabilitation loans that are
created under section 312 of the National Housing Act (78 Stat. 769)
and simultaneously will acquaint the personnel of local public agencies
in respect to FNMA’s servicing techniques with the view that servicing
of the loans will eventually be assumed by the personnel of the local
%)ublicdagencies in the areas in which the properties in question are
ocated.

(e) and (f) With other Federal Government departments or
agencies; with foreign governments or international organizations.—
The Association has made arrangements, from time to time, with
the Agency for International Development (AID) under which
certain corporation personnel have been assigned the responsibility of
investigating the possibilities and feasibility of developing secondary
market financing for home mortgages in Latin American countries and
elsewhere, using domestic or foreign capital or a combination of the
two. In this connection, a FNMA employee visited Chile on two
different occasions in 1960 and 1961; three corporation employees
spent approximately a month each in South America during 1965,
one each in Peru, Venezuela, and Ecuador; and on two occasions a
FNMA employee also spent a period of time in 1964 and 1965 in
Jamaica, for similar purposes.

For (d), (), (g9), and (z).—None.
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(h) With business enferprises.—

(1) FNMA’s servicing of mortgages, as indicated in answer to
question No. 4, is conducted for the Association by private serv-
icing organizations under contract. During fiscal year 1965, the
servicing of FNMA’s 3 mortgage portfolios was performed by
1,035 servicing organizations on a contract basis for which the As-
sociation paid, under the secondary market operations alone, servicing
fees aggregating $9,796,584.

(2) FNMA'’s legal services, other than those which are conducted
on a staff basis, are performed for the Association on a contract basis
by individual attorneys, legal firms, or by trustees. During fiscal
year 1965, the Association’s overall legal services, including foreclosure
litigation or other such matters, were performed by 914 different
attorneys, legal firms or trustees to whom were paid legal fees totaling
$817,000 under the secondary market operations.

8. Laws and regulations

Federal National Mortgage Association Charter Act, as amended
through September 9, 1965 (title III of National Housing Act, 12
U.S.C. 1716, et seq.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(a) Effects on personal incomes of persons served or involved.—The
effects, if any, of FNMA’s activities, under the secondary market
operations, on the personal income, etc., of its individual mortgagors
cannot be specifically identified. However, as noted in answer to
question No. 7(b) above, FNMA, during 1965 alone paid almost $10
million of servicing fees to its 1,035 contract servicers and approxi-
mately $817,000 of fees to attorneys, legal firms, and trustees under
its secondary market operations.

(b) Effects on the placement or productivity of workers, or both, and on.
their earnings.—Not identifiable.

{¢) Effects on business or individual orgenizations and management;
the stimulation of new business.—See comments in respect to question
9(a) above. Under its secondary market operations, FNMA has pur-
chased 274,658 FHA mortgages totaling $3,186 million and 182,782
VA mortgages amounting to $2,225 million from originating organiza-
tions providing in the aggregate financing for 460,243 family residences
or dwelling units (approximately 182,800 units under VA financing
and 277,450 under FHA financing). Far more significant than its
actual purchases, however, is the fact that the Association’s existence
and known continuous availability of its secondary market operations
as a sort of backstop for mortgage financing provides needed, and per-
baps indispensable, assurances to those who buy, sell, and deal in
mortgages in the broad general secondary market.

(d) Effects on the stabuity, level, volume, or other aspects of sales,
prices, or other phases of economic activity.—The flexibility of FNMA'’s
secondary market operations, which includes the ability to adjust
readily to changing market conditions so as to meet effectively the
financing needs of the housing industry, and the corporation’s role
as a stabilizing influence on the mortgage market, are widely recog-
nized. A few of FNMA’s services are cited:
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(1) During the last 10% years, the corporation, under its
secondary market operations, has continuously been in the market
for FHA and VA mortgages. '

(2) When the market is “tight,” FNMA’s purchasing activities
expand, thereby making a relatively greater volume of mortgage
funds available in capital shortage areas. Thus, in 1957 and
1960, both tight money years, FNMA’s secondary market
purchases were $1,021 million and $980 million, respectively.

(3) When the market eases, and the need for liquidity furnished
by FNMA decreases, mortgages are sold to private investors and
the proceeds are used to buy more mortgages or to reduce bor-
rowings. INustrative are the $446 million of sales in 1958, $522
million in 1961, and $780 million in 1963.

(4) FNMA'’s purchase prices are generally in the upper range
of the market, thus providing stability to the price structures and
interest rates for FHA and VA mortgages.

(5) Sales prices are sufficiently high to avoid undercutting the
market for FHA and VA mortgages and to help to strengthen the
position of such mortgages in the general market.

(6) In its financing program, FNMA is able to bring into the
mortgage market a volume of investment funds (including those
of public and private pension funds, foundations, personal and
corporate trusts, foreign accounts, ete.) that would otherwise be
channeled into other forms of investments.

(e) Any other benefits—Generally speaking, FNMA’s mortgage
purchasing activities are heaviest when mortgage funds are in short
supply and relatively expensive and lightest when the opposite con-
ditions prevail. Thus, FNMA provides the housing industry with a
volume of funds obtained from private sources at times when the
regular outlets of mortgage originators are restrictive or nonexistent.
Conversely, in times when funds of private mortgage investors are in
excess of needs, the Association’s portfolio provides a source from
which investors can obtain FHA and VA mortgages for income pur-
poses. FNMA thus operates as an important supplement to the
general secondary market by acquiring a sizable portfolio of mortgages
at times when private investment funds are in short supply and selling
them when private investment funds are generally available. Such
FNMA activities thus perform a valuable service in distributing
private investment capital between capital shortage and capital sur-
plus areas and help to smooth out the peaks and valleys of home
financing which have long had an adverse effect on the efficient
functioning of the housing industry.

FNMA’s mortgage purchases under its secondary market operations
are, in the main, oriented toward the financing of housing for low-
and moderate-income families rather than for high-income groups and
for luxury homes. Under its secondary market operations, FNMA
has provided financing for more than 460,000 family residences or
dwelling units having an average of $11,753 per unit—a figure which
is substantially below the statutory $15,000 per dwelling maximum
mortgage amount limitation for these operations that was established
in 1954 and the $20,000 limitation established in 1959. The dollar
amount limitation on mortgage purchases under the secondary market
operations was removed entirely in 1964 by 78 Stat. 769.

(f) Pertinent geographic differentials.—The following table shows the
distribution of FNMA'’s purchases and sales of mortgages under its
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secondary market operations from November 1, 1954, through June

30, 1965, on a State basis:

TaBLE 3.—FNMA—Purchases and sales by States

[Dollar amounts in thousands]

Purchases Sales
State

Number Amount Number Amount
457, 440 $5, 411, 238 199, 206 $2, 332,259
6, 503 76, 555 3,827 46, 507
56 1,378 foe oo
14, 786 64, 404 7,685 84, 547
6, 266 67,917 1,470 16,304
81, 597 1, 038, 499 34, 639 436, 942
, 84 94, 264 3,127 37,533
115 1,339 71 770
923 10, 081 759 8,149
92 1,139 35 435
39,299 472,218 18,347 217,134
10,412 115, 906 , 922 77,260
, 939 29, 670 759 11,296
1,742 21, 903 156 1,818
Mlinois. .. 9, 958 129, 061 2, 259 28, 656
Indiana_. [ 11,100 136, 577 3,828 45, 865
JTowa_______ [ 1,586 19, 282 366 4,149
Kansas . oo cmemem—m e , 388 94, 513 1,014 11,260
KentteKy o oo , 948 34, 542 1,379 16,292
Louisiana_ - o 13, 432 156, 186 4,252 50, 994
Maine_____ ——- 210 1,842 |
Maryland... 1,328 14, 834 9, 386
Massachusetts. ——- 322 3 297 2, 833
Michigan . _ . 33,170 410, 767 22,686 268, 314

Minnesota_ —- 2,847 6, 961 , 084 26,
DY AETIET 1) o) U 2,272 25,332 1,238 14, 868
Missouri. 6,825 82,231 3,397 40,916
Montana. 839 11,967 46 608
Nebraska_ . ..._-- 2,316 28,734 934 11,820
Nevada.___.- 9, 130, 497 2,828 40,399
New Jersey._ 2,384 25,357 2,007 21,132
New Mexico- 13, 047 152, 510 2,334 26, 781
1, 269 , 308 600 8,875
2,761 31, 051 1,725 19, 224
1,242 23 359
17,988 233, 977 11,199 142, 864
14,971 157, 028 4,013 40, 647
Oregon'_.___.___.._. 3,9 , 544 2,168 24,151
Pennsylvania_ ... 2, 28,213 1,676 18,236
Puerto Rico 4,761 46,923 4,420 41, 636
RhodeIsland. . oo e . 63 [0 70 VPRI (.
South Carolina. 4,089 , 064 1,800 18,872
South Dakota. .- -ceeeoceeoo__ 1,934 22,758 782 8, 619
Tennessee. 6, 011 65, 3,761 41, 286
Texas.... 74,162 783,875 26,128 284,613
5,574 X , 852 30,204
6, 754 76, 866 5, 629 62,030
Virgin Islands 27 ST 35 [ [,
‘Washipgton_______. 13, 394 154, 389 2,174 25,209
‘West Virginia._ 26! 3,101 17, 1,770
Wisconsin..._....- - 11,001 352 4,570
Wyoming- oo 2,161 26, 892 149 1,856

(g) The measurable contribution of the program to either the magnitude
or the rate of growth of the gross national product.—FNMA’s contribu-
tion to the gross national product in 1965 is considered to be the in-
place value of the housing applicable to the mortgages it purchased
during the year, fees paid to private servicing organizations for
servicing its mortgage portfolio, legal fees paid to individual attorneys,
legal firms or trustees for foreclosure litigation and other matters, in-
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terest on borrowings from the public, dividends paid to holders of its
common stock and costs of administration, including wages and salaries
of its employees. The total of these, detailed below, amounts to $412.3
million or 0.06 percent of the estimated 1965 gross national product of
$678 billion.

Value of housing:

FHA-insured mortgages_ . ... ____ ... $272.0
VA-guaranteed mortgages.. - .. ___ . ________________.____ 48.9
Total housing value___.____________________ . _______.______ 320.9

Other goods and serviees. - - - .o . ______ 13.7
Interest (to publie) _ .. ___ . ___. 74.3
Dividends (to publie) - - o o.__ 3.4
Total contribution to gross national produet.. . _________________ 412.3

Ratio to $678 billion GNP, 1965 (percent) .. __________________ .06

It should be noted that although many of FNMA’s mortgage pur-
chases are applicable to existing housing, it is assumed that such
purchases serve to release private funds for the generation of new
housing. In addition, FNMA’s contribution to the gross national
product may be duplicated by the FHA and VA to the extent of the
value of housing applicable to the mortgages insured or guaranteed by
each of those instrumentalities as detailed above and, as a conse-
quence, allowance should be made for such duplications.

(h) Other data or comments relevant to economic impacts of secondary
market operations.—FNMA’s activities under the secondary market
operations involved the purchase of 28,286 mortgages covering 29,439
housing units for a total mortgage value of $304.8 million during 1965.
Using the measurements provided by the U.S. Department of Labor,
it is estimated that these purchasing activities generated 59.2 million
man-hours of employment providing $176.4 million in wages, for the
year. The foregoing is applicable to FHA-insured and VA-guaran-~
teed mortgages as follows:

[Dollar amounts in millions]

FHA VA
mortgages mortgages

Mortgages purchased..._.. 24, 661 3,625
Housing units....__ 25, 814 3,625
Amount._.____ $258. 4 $46. 4
Employment:
Hours. 50,175, 218 9, 008, 664
Amount._._. $149.5 $26.8.

10. Economic classification of program expenditures. (See table 4.)

Program: Secondary market operations.
De]}))artment or agency, and office or bureau: Department of Housing and Urban
evelopment; Federal National Mortgage Association.
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TABLE 4—Economic classification of program expenditures for fiscal year 1966

[In thousands of dollars]

Trust fund expenditures
Expenditures Total
to the Federal | expenditures
Category Expenditures { Government financed
for general and by business
operations |special accounts| enterprises
(intragovern- and others
mental (individuals)
exchanges)
Purchase of goods and services:
Wages and salaries. 3,371
QOther (including admin 6,344
Mortgage servicing fees.. 9,797
Legal services_.....---- 817
‘Other categories:
Operating costs:
Interest on borrowings from:
PUbC. o oo 74,318 | eeaee 74,315
Treasury..._.-- PO SRR 1,260 1,260
Provision for losses. 1,386 focomcceimeeaas 1, 386
Miscellaneous expenses_ - w-ccocomnmccecaeoaan 19 |om el 19
Dividends on preferred stock held by the
TIOASULY. - o v cwcoemmma e s mmmmmm o e | oo 2,023 2,023
Dividends on common stock held by the public.. 3,309 {cemea 3,399
Federal income tax equivalent. 11,483 11,483
Pro%iam costs:
ortgages acquired from FHA in exchange for
FHA debentures. ._.ocoomoonaaoo 51,552 |coaamcameneem 51, 552
Mortgage purchases from, and loans to, the public.. 248,268 [--oocoomaeo - 248, 268
Borrowings from the Treasury.- .- o cooooammoofommen 14,460 4,460
“Purchase of preferred stock from Treasury...- 38, 000 38, 000
Total program and operating expenditures......_. 399, 268 57, 226 2 456, 494

b 1 Reprg:;,ents net repayments to the Treasury in fiscal 1965 ($566,800,000 was repald and $562,400,000 was
orrowed).

1 The secondary market operations produce receipts from earnings of interest, fees, and other income
-and from sales, repayments, and other liquidations of the mortgage portfolio. These receipts were used
to reduce expenditures so that the net trust eg)endlture amounted to only $91,468,000. Of the total $57,-
226,000 in expenditures made to the Federal Government, $42,460,000 represents the amount included in
the Federal budget as administrative budget receipts.

NoOTE.~In the national income accounts the secondary market operations of the Federal National Mort-
gage Association are classified as a Government enterprise. The administrative budget net expenditures
of negative $42,500,000 are combined with the net trust fund expenditures of $91,600,000. After allowance
{s made for intragovernmental transfers, the net cash expenditures in fiscal 1965 are $32,000,000.

SPECIAL AsSISTANCE FUNCTIONS

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives?

The special assistance functions of the Federal National Mortgage
Association have as their statutory objective the provision of special
assistance (when, and to the extent that, the President or the Con-
gress have determined that it is in the public interest) for the financ-
ing of (1) selected types of home mortgages (pending the establishment
of their marketability) originated under special housing programs de-
signed to provide housing of acceptable standards at full economic
costs for segments of the nationa{) opulation which are unable to
obtain adequate housing under established home financing programs,
and (2) home mortgages generally as a means of retarding or stop-
ping a decline in mortgage lending and homebuilding activities which
threatens materially the stability of a high level national economy.

1 The special assistance functions of the Federal National Mortgage Association are authorized by the

Federal National Mortgage Association Charter Act as set forth in 12 U.S.C. 1716 et seq., and more
particularly in secs. 1716 and 1720 thereof.
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The special assistance functions of FNMA are conducted for the
account of the Federal Government with U.S. Treasury funds (except-
ing the interests of, and funds of, investors in FNMA participation
certificates). The objectives or purposes of this phase of FNMA’s
activities are accomplished by its purchases of Federal Housing insured
(FHA) and Veterans Administration guaranteed (VA) mortgages
covering new or special types of homes or housing in which the Fed-
eral Government has manifested a particular interest but in respect
to which private financing is temporarily or permanently inadequate.

2. Operation *

For practical purposes, the special assistance functions of FNMA
may be regarded as an extension of the corporation’s management and
liquidating functions which, between 1938 and 1954, operated mainly
with Federal funds to provide support for FHA- and VA-financed
housing generally and specifically for special types or categories of
housing such as cooperative, defense, military and disaster 2%Jousing,
housing located in Alaska, Hawaii, and Guam, and for multifamily
and single-family rental housing projects.

FNMA conducts its special assistance functions nationally through
five field offices located throughout the country so as to best serve the
needs of the organizations which do business with the Association.
In addition to these field offices (located in Philadelphia, Pa.; Atlanta,
Ga.; Chicago, Ill.; Dallas, Tex.; and Los Angeles, Calif.) FNMA
maintains a fiscal agency office and a mortgage sales office in New York
City and an administrative or central office in Washington, D.C.

3. Hastory

FNMA is a corporation which was established in 1938 to provide a
market for the purchase and sale of FHA-insured mortgages. The
scope of the Association’s activities was broadened in 1948 to provide
similar facilities for VA-guaranteed mortgages. The special assistance
functions of the Association date from 1954 when the corporation was
rechartered by statute to provide special assistance for the financing
of selected types or categories of housing for which private capital is
inadequate (68 Stat. 590).

The special assistance functions of the Association are financed, in
the main, by borrowings from the Secretary of the Treasury within
limitations prescribed by the Congress and the sale of beneficial
interests, or participations, in first mortgages owned by the Associa-
tion under these functions. Other funds are obtained from portfolio
liquidation, fees or charges for various services rendered by the Associa-
tion, income from investments other than mortgages, interest income,
and net income from operations.

As stated under question No. 1 of this part, the basic objective of the
special assistance functions is to provide financial assistance for the
financing of selected types or categories of housing that qualify under
special programs designated by the President of the United States or
by the Congress. In achieving this objective, the Association pur-
chases the FHA-insured and VA-guaranteed mortgages on the related
special types or categories of housing involved, holds them in portfolio

2 See response to question 2 for the secondary market operatiens program of the Federal National
Mortgage Association.
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pending establishment of their marketability in the general secondary
market and sells them to the extent feasible in areas where and when
investors (such as banks, insurance companies, and the like) have
funds available for investment in such mortgages.

Under its special assistance functions, dating from November 1,
1954, FNMA has contracted to purchase 165,160 FHLA and VA mort-
gages totaling $3,613 million in 10% years through June 30, 1965,
and purchased 137,244 mortgages with unpaid principal balances
ageregating $2,494 million. During the same period, sales aggregated
31,110 mortgages totaling $666 million. The purchases related to

roperties located in 48 States, the District of Columbia, Guam, and
%uerto Rico, as indicated in the answer to question No. 9(f) of part
IT hereof.

Effective in February 1962 FNMA adopted a policy of refunding
three-fourths of its commitment fee charged in connection with out-
standing and future commitments issued under its special assistance
functions for the purchase of multifamily mortgages, provided the
seller, within the commitment period, requested such a refund, agreed
to immediate termination of the commitment contract and furnished
evidence satisfactory to the Association that arrangements had been
completed for financing the mortgages privately (expanded in Novem-
ber 1962 to include project mortgages containing five or more units of
housing). Commitment contracts totaling $391.0 million and involv-
ing 167 projects had been terminated under this procedure as of June
30, 1965. The procedure not only reduced the dollar amount of
mortgages which the Association would otherwise have been required
to purchase, but also, simultaneously, made the released authority
available for other housing programs or for other governmental pur-
poses and made it possible for private participation in the special
assistance programs to be increased by an amount equal to the termi-
nated contracts.

FNMA'’s special assistance programs which have been authorized
by the President of the United States and by the Congress and activi-
ties thereunder as of June 30, 1965, are shown in table 5, below in this
section.

4. Level of operations. (See table 1.)

Program: Special assistance functions.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Federal National Mortgage Association.



TABLE 1.—Level of ¢péraiions 67 performance, fiscal years 1964—67

[Dollar amounts in millions]

Fiscal year 1964 Fiscal year 1965 Fiscal year 1966 Fiscal year 1967

estimate estimate
Measure Unit
Number | Amount | Number | Amount | Number | Amount | Number | Amount
(a) Magnitude of program._..__.______. ... Mortgages:
lmmediatie and commitment contracts 2, 089 $165.7 2,251 $234.1 1, 900 $363. 0 1,100 $459.0
executed.

Purchases. me oo ooocomcoioiaiceeaaoo 2,272 79.9 2,179 99.7 1,710 190.0 700 236.9
LY L 4,490 86.5 1,761 203.7 200 2.0 2,700 25.0

(b) Applicants or participants:
State government agencies.......__..._.. None
Local communities or gove None
Individuals or families... 15, 600

Other_ . ____ ... Mortgage banking orga 160
Banks and trust companies.__ 30
Savings and loan associations. 5
Insurance companies_ ... __________..._..._ 2

(¢) Federal finances:
Unobligated appropriations available
(unobligated borrowing suthority
available).!
Obligations incurred._.............._._.
Allotments or commitments made.._..._
(d) Matching or additional expenditures for the

program,

(¢) Number of Federal Government employees | Man-years. oo cvumocoocmaaamaaan 965 |ocameamane 860 |ocoeooo- 920 foooo . L1577
administering the program.?

(f) Non-Federal personnel employed in pro- | Number of persons:

gram,? Under contract (fiseal) .. ____________.___ 4 4 4
Attorneys (individuals, firms, trustees)_. 899
FI;IiMA mortgage servicing organiza- 1,080
ons.
(g) Other measures of level or magnitude of per- | Portfolio liquidation other than sales....____ 4,799
formance. Sales of beneficial interests or partieipations None

in mortgages.

t The special assistance functions are not financed with appropriated funds but, instead, in respect to the various functions or operations but operate as a single staff for all
are financed mainly with funds borrowed from the U.8. Treasury subject to the limita- activities.
tions established by the Congress. 3 Services utilized in connection with FNM A’s overall activities are not identified with
1 As noted in answer to question No. 2. the Association’s employees are not segregated any one function or operation.

SWVEDOUd SEDUNOSHY NVINAH
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6. Estimated magnitude of program in 1970

TasLE 2.—Special assistance functions, fiscal year 1970

Activity Number of [Approximate
mortgages volume
6,500 | $770, 000, 000
6, 200 725, 000, 000
2, 200 25, 000, 000
8, 000 117, 000, 000

6. Prospective changes in program orientation
None contemplated at this time.

7. Coordination and cooperation

(@) Within FNMA itself—None.

(b) With other units of agency—HUD.—

(1) Under an arrangement entered into in March 1962 between
the Association and the Federal Housing Commissioner, the Associa-
tion subsequently acquired for the portfolio of its special assistance
functions 2,767 Federal Housing Commissioner-owned mortgages,
totaling $26 million, in exchange for FNMA-held FHA debentures
which FNMA had acquired in connection with the foreclosure of
certain corporation-owned FHA mortgages. This action relieved the
Federal Housing Administration of the necessity of servicing that
volume of mortgages with staff employees. FNMA’s purchases of
these mortgages and their addition to its portfolio were accomplished
with a minimum of adjustment in its personnel staffing. Since, as
indicated, the mortgages in question were previously owned by FHA
and had been serviced by FHA staff employees, the acquisition of the
mortgages by FNMA effected substantial savings in personnel ex-
penses to the FHA and simultaneously provided FNMA’s contract
servicers with additional servicing income under the corporation’s
arrangement of having its one- to four-family housing mortgages
serviced by private servicers under contract.

(2) FNMA and FHA have entered into a working arrangement
under which (a) the Association requests the President of the United
States to authorize it to expend some specified portion of its special
assistance funds for commitments to purchase and purchases of FHA
section 221(d){3) below-market interest rate mortgages on housing
for low and moderate income families and (b) the Federal Housing
Commissioner maintains an effective control over the amount of
FHA’s outstanding commitments to insure mortgages under this
category of housing by allocating related insuring authority among
the agency’s multifamily insuring offices on the basis of FNMA’s
authorization to commit to purchase such mortgages. In view of the
low interest rate that is borne by this category of mortgages and the
improbability that the related housing will be financed by private
enterprise organizations, the total amount of FHA’s allocations and its
commitments to insure are limited to the total amount of FNMA’s
purchasing authority under this program of housing.

For (¢), (), (), (f), (g), and (3). None.

(h) With business enterprise.—

(1) FNMA'’s servicing of mortgages as indicated in answer to
question No. 4, is conducted for the Association by private servicing
organizations under contract. During fiscal year 1965, FNMA’s
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overall servicing was performed by 1,035 servicing organizations on a
contract basis for which the Association paid, under the special as-
sistance functions alone, servicing fees aggregating $4,336,704.

(2) FNMA'’s legal services, other than those which are conducted
on a staff basis, are performed for the Association on a contract basis
by individual attorneys, legal firms or by trustees. During fiscal year
1965, the Association’s legal services, including foreclosure litigation
or other such matters were performed by 914 different attorneys,
legal firms or trustees to whom were paid legal fees totaling $343,000
under the special assistance functions.

8. Laws and regulations

Federal National Mortgage Association Charter Act as amended
through September 9, 1965 (title III of National Housing Act, 12
U.B.C. 1716 et seq.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(@) Effects on personal incomes of persons served or involved.—The
effects, if any, of FNMA’s activities, under the special assistance
functions, on individual mortgagors cannot be specifically identified.
However, as noted in answer to question No. 7, FNK/IA, during
1965 alone paid more than $4 million of servicing fees to its contract
servicers under the Special Assistance Functions and over $0.3 million
of legal fees to attorneys, legal firms, and trustees under these functions.

(b) Effects on the placement or productivity of workers, or both, and
on their eamings.——NZz)t specifically identifiable.

(¢) Effects on business or indindual organizations and management;
the stimulation of new business.—See comments in respect to question
No. 9(a) above. Under its special assistance functions, FNMA has

urchased 83,851 FHA mortgages totaling $1,844 million and 53,393

A mortgages aggregating $650 million from originating organiza-
tions providing financing for 208,802 family residences or dwelling
units (approximately 53,400 VA units and 155,400 FHA units).
Also, as noted in connection with answer to question No. 3, FNMA
commitment contracts totaling $391 million were terminated by as-
signment to private enterprise organizations thereby making that
volume of investments available to such organizations and simul-
taneously decreasing, by a like amount, the Government’s contractual
obligations to expend Federal funds to purchase the related mortgages.

(d) Effects on the stability, level, volume, or other aspects of sales,

rices, or other phases of economic activity.— Under its special assistance
unctions, the Association helps to bring into existence a volume of
housing which probably would not be constructed were it not for the
financial backstop that is provided by the Government through this
FNMA facility.

For example, one of FNMA’s major special assistance programs
involves the utilization of below-market interest rate financing to
Erovide housing accommodations for low and moderate income fami-
ies whose incomes are t0o high to permit them to qualify as occupants
of publicly constructed housing and too low to permit them to acquire
housing accommodations at full economic costs. Other programs
provide financing for homes utilizing new and experimental types of
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materials and technological processes, housing in Guam, and on
restricted Indian lands. FNMA’s special assistance functions ac-
tivities have performed a particularly valuable service to the home-
building industry and the overall economy by helping to popularize
certain specific categories of housing which are now generally ac-
ceptable to private investors in the general secondary market, e.g.,
housing for cooperative groups, for the armed services (FHA secs. 803
and 809), in Alaska, for the elderly, in urban renewal areas and for
victims of major disasters.

FNMA'’s special assistance functions provide an interim market for
new programs of housing mortgages pending establishment of their
marketability in the general secondary market. Generally speaking,
FNMA’s purchase prices, under its special assistance functions, are
established at levels which are sufficiently high to provide reasonable
assurance that the needed housing will be produced but not so high
as to preempt the market and to exclude private enterprise from par-
ticipating in the programs. Such prices provide stability for the
price structure for FHA and VA mortgages. The prices at which
FNMA sells mortgages from its special assistance functions portfolio
are sufficiently high to avoid undercutting the market for FHA and
VA mortgages and thus help to strengthen the position of such
mortgages in the general secondary market.

(e) Any other benefits.—As previously stated, FNMA’s special as-
sistance functions are utilized to provide financing of homes for
segments of the national population which are unable to obtain ade-
quate housing of acceptable standards at full economic costs under es-
tablished home financing programs. For the most part, FNMA’s
purchases under its special assistance functions have been oriented
toward the construction of new housing and the rehabilitation of
existing homes, thereby having a specific impact on activities of the
building trades and related organizations as well as upon individual
home buyers and renters. When new and previously untried types or
categories of housing are introduced, private lenders are often reluctant
to provide necessary financing until such time as the related mortgages
have become generally acceptable to investors in the general secondary
market. As a consequence, there is a definite need for an interim
market in which mortgages covering special types or categories of
housing can be financed pending establishment of their marketability.
FNMA'’s special assistance functions provide such a market and
thereby render a signal service to the housing industry, the housing
economy, and to the segments of the national population benefited
thereunder, some specific examples of which are cited in answer to
question No. 9(d).

(f) Pertinent geographic differentials—The distribution of FNMA'’s
purchases and sales of mortgages under its special assistance functions
from November 1, 1954, through June 30, 1965, is as follows:
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TaBLE 3.—Purchases and sales by States

[Dollar amounts in thousands)

Purchases Sales
Number Amount Number Amount
Total .. L 137,244 $2, 493, 567 31,110 $665, 803
7,377 88, 253 1,930 25,032
2, 508 60,193 2,136 3
6,733 103, 677 123 27,171
1,296 40, 213 79 10, 442
9,493 196, 258 2,445 X
3,231 47,445 414 7,328
80 14, 210 53 1,
191 9,340 66 6,967
11,474 4,618
16,998 231, 865 2, 515 62, 301
, 680 82, 740 19, 781
70 961 | e
960 40,173 4 5,192
272 3, 5645 2
2, 569 49,054 437 13, 259
2,860 38,914 725 8,572
1,231 16, 671 54
1, 599 40, 936 5 10, 163
2,774 56, 089 467 26, 206
4,309 55, 864 433 4, 858
3 6,770 189 1,926
3 4, 768 1 1,662
Michigan..._....._... - 11, 356 157, 818 5,086 60, 812
Minnesota. . . 1,114 17,182 62 1, 288
Mississippi . z 736 11,741 186 2,099
Missouri . - 1,442 60, 803 2,962
Montana. 2,118 1 201
Nebraska 491 6, 900 97 1,045
Nevada. 1,868 37,709 48 2, 906
New Ham 5 16,654 | oo e .
New Jersey . _ 343 52, 341 279 6, 297
New Merxico. ... 3,956 53,973 32 1,720
New York..__..._ 147 104,943 102 34, 801
North Carolina. . 2,317 49,783 1,629 30, 642
North Dakota_ .. 171 VP [N
Ohfo._____..__.__. - 7,687 148, 382 2,321 29, 661
Oklahoma_..._.. - 2,374 48,916 18, 831
Oregon.___......_. - 1, 259 23, 692 126 , 061
Pennsylvania..__ _ 691 43,657 261 7,030
Puerto Rico. .. - 901 12, 882 606 8,179
Rhode Island.. _ 1, 206 1,027
South Carolina. _ 976 49, 544 398 10, 303
South Dakota.. 867 246
Tennessee__ .. 6, 325 71,962 933 12,333
Texas........ 12,829 186, 778 3, 554 , 962
Utah_.__.___ 2, 552 29, 939
Virginia.___ 3, 766 44,197 2,862 32,377
Washington_ . 1, 430 31,468 4, 499
West Virginia 3,735 |o e e
Wisconsin._.. 762 16, 788 13 1,412
Wyoming.__ ... 529 6, 749 22

(9) The measurable contribution of the program to either the magnitude
or the rate of growth of the gross national product—FNMA’s contribu-
tion to the gross national product in 1965 is considered to be the in-
place value of the housing applicable to the mortgages it purchased
during the year; fees paid to private servicing organizations for servic-
ing its mortgage portfolio; legal fees paid to individual attorneys, legal
firms, or trustees for foreclosure litigation and other matters; and costs
of administration, including wages and salaries of its employees. The
total of these items detailed below amounts to $110.9 million or 0.016
percent of the estimated 1965 gross national product of $678 billion.
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[Amounts in millions]
Value of housing:
FH A-insured mortgages - - - - oo eeeem e 104, 5
VA-guaranteed mOrt@ages._ - - - eoomoom oo .5

Total housing value____ e 105. 0
Other goods and services_ _ - oo oo 59

Total contribution to gross national product__ . . ... ..__ 110. 9
Ratio to $678,000,000,000 GNP, 1965 (percent) - oo - . 016

It should be noted that although many of FNMA’s mortgage pur-
chases are applicable to existing housing, it is assumed that such
urchases serve to release private funds for the generation of new
Eousing. In addition, FNMA’s contribution to the gross national
product may be duplicated by the FHA and VA to the extent of the
separate value of housing applicable to the mortgages insured or
guaranteed by those instrumentalities as detailed above, and, as a
consequence, allowance should be made for such duplications.

(k) Other data or comments relevant to economic impacts of special
assistance functions. —FNMA'’s activities under the special assistance
functions nvolved the purchase of 2,179 mortgages covering 8,929
housing units for a total mortgage value of $99.7 million during 1965.
Using the measurement provided by the U.S. Department of Labor,
it is estimated that these purchasing activities generated 19.7 million
man-hours of employment providing $59.1 million in wages for the year.
The foregoing is applicable to FHA-insured and VA-guaranteed

mortgages as follows:
[Dollar amcunts in millions}

Category FHA mort- { VA mort-
gages gages

Maortgages purchased. . - 2,144 35

Housing units. ..o ..ol cmmmmmmmccmemmcccmcaoana 8,894 35

AMOUDt. oo e $99.3 $0.4
Employment:

ours. .- - - 19, 568, 337 84, 927

Amount - - $58.8 $0.3

10. Economic classification of program expenditures. (See table 4.)

Program: Special assistance functions.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Federal National Mortgage Association.

TapLe 4.—Economic classification of program expenditures for fiscal year 1966

[Dollars in thousands]
’ F
Categories qu:;i;;ﬁint
Purchases of goods and services: expenditures
Wages and salaries_ oo 1,391
Other (administrative expense) .- woocooceom oo 222
Mortgage servieing fees_ _ . oo aoo 4, 336
Legal Serviees. . oo e 343
Other categories:

Operating costs:
Interest on borrowings from Treasury .- cceo .- 42, 875
Provision for 1088€s . _ _ - - oo oo e 1,182
Miscellaneous €XpenSeS - - - - e oo oo cee oo 276
Program costs: Mortgage purchases_ . oo eooo- 99, 619
Total program and operating expenditures® .. oo 150, 244

1 The special assistance functions produce receipts from earnings of interest, fees, and other income, and
from sales of mortgages and participations, repayments, and other liquidations of the mortgage portfolio.
These receipts exceeded expenditures by $375,849,000 for th& year.

NoOTE.—In the national income accounts these operations are classified as & government enterprise and
treated as such.
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TaBLE 5.—Cumulative program activity, through June 30, 1966

[Dollar amounts are in thousands)
Contracts Purchased
Funds Balance
Program authorized ! Liquidations offunds
Executed Canceled or | Undisbursed| Dwelling Mortgages Amount avallable
withdrawn units
Presidential authorization... ... ... ... $2, 510, 268 $1, 722, 661 $470, 682 $305, 670 88, 596 48,259 $9486, 309 $370, 414 $1, 628, 703
No. 1. 10, 000 1,167 41 | . 105 1056 1,126 358 9,229
No. 2. 7, 500 1,671 162 548 70 70 961 50 6, 041
No. 3. 762, 500 2958, 150 323, 336 220,130 60, 049 39,938 614, 684 247,000 374, 686
No. 4. Alaska (terminated) 56, 975 62, 049 2, 455 2, 455 56, 975 53, 326 1)
No. 5. Military and defense (terminated). . 11,072 11,131 1,320 203 11,072 10, 095 ®
No. 6. Consumer co-op (terminated)... 710 710 06 1 710 710 1)
No. 8. Elderly persons..o.cooce.__... 251, 000 248, 860 10,811 5, 066 108, 375 49,777 192, 402
No. 9. Low cost (terminated). . 1, 744 2,204 104 1,7 047 3
No. 11. Below market interest rate 1,412, 500 3 988, 084
No. 12. Experimental housing___ 15, 12, 552
No. 13. Restricted Indian lands. , 000 )y
Liquidation recoveries . _....._.... (G- 177: ) (R F PO SR U EOUNI RN BRI
Not yet allocated.ooooo oo 41,345 41,345
Congressional authorization.._..._______________ 1,120,176 1,864, 627 342, 860 788 117,439 86,218 1, 520, 979 816, 828 415,234
No. 6. Cooperative_ ... _..ocooooo_____ 225, 000 287, 464 90,480 | ... 15, 029 10, 354 106, 984 60, 307 88,323
Consumer.......oooooo_.o___.. 65, 150 68,317 34,085 | ... 2, 660 253 33,332 13,799 45,617
Nonconsumer.........._...___. 159, 850 219, 147 55,495 | ... 12,463 10,101 163, 652 46, 508 42,706
No. 7. Armedservices..._....__..__.__..... 500, 000 576, 404 94, 660 788 31,9029 5,383 480, 956 308, 655 326, 911
Secs 803 and 810. . ... 441, 250 488, 046 75,942 .. ________ 26, 705 159 412,104 274,027 303,173
00 e 58, 750 88, 358 18,718 788 5, 224 5,224 68 852 34, 628 23,738
No. 10. Low und moderate (terminated)..... 395,176 1, 000, 759 157 720 [ccmmaccaaaaas 70, 481 70, 481 843 039 447 863
Total. o - 3, 630, 444 3, 687, 288 813, 542 306, 458 208, 035 134, 477 2,467,288 1,187,238 2,043, 937

lRevo]vlng authorizations except terminated programs.

employ
3 Includes $675 thousands obligated funds.

Liquidations may also be

8 Terminated programs; liquldntloﬁs restored to authorization.

Nore.—Excludes mortgages received in exchange for FNMA-held FHA debentures.

SIVEDOUd SEDYNOSTY NVINAH

e¥01
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Federal Housing Administration

Questions 1, 2, and 3 are discussed separately for each of the seven
basic programs of the Federal Housing Administration. The replies
to the other questions follow and cover all the programs.

Sares Housing Programs

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives

The broad objectives of the various FHA programs for sales housin
mortgage insurance are contained in the Declaration of Nationa
Housing Policy, as described in section 2 of the Housing Act of 1949.

Pertinent among these are:

1. Increasing housing production to eliminate housing shortages;

2. Achieving as soon as feasible the goal of a decent house and
suitable living environment for every American family, thus
advancing the growth, wealth, and security of the Nation;

3. Enabling the housing industry to make its full contribution
toward an economy of maximum employment, production, and
purchasing power.

These programs further aim to:

1. Encourage private enterprise to serve as large a part of
the total need as it can;

2. Employ government assistance where feasible to enable
private enterprise to serve more of the total need than it other-
wise might;

3. Encourage and assist the development of well-planned,
integrated, residential neighborhoods, the development and re-
development of communities and the production, at lower costs,
of housing of sound standards of design, construction, livability,
and size for adequate family life.

4. To facilitate provisions of adequate housing for urban and
rural nonfarm families with incomes so low that they are not
being decently housed in new or existing housing—where these
needs are not being met through reliance solely upon private
enterprise;

5. Stabilize the housing industry at a high annual volume of
residential construction.

Departing from the general language of legislation, the more
specific purposes of the sales housing programs include: (1) Broadening
the opportunity for home ownership to include all who seek this form
of tenure and from whom there is reasonable assurance of repayment
of loans, and (2) encouraging private lenders to undertake a degree of
risk which they might not otherwise be willing to assume, or which they
might not legally assume in the absence of insurance.

These basic purposes, in general, apply to all 10 of the FHA sales
housing programs. But in addition, the individual programs each
have special objectives or priorities. These special objectives are
listed below, by individual program (program designations are sections
of the National Housing Act):

203(b) is the basic sales housing program for financing new or
existing one- to four-family dwellings, under which 80 to 90
percent of FHA’s sales home volume is insured. It has no special
objective over and above the basic objectives outlined above.
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203(b)(2) provides for financing of housing for veterans who
have not used eligibility under the veterans home loan programs
of the Veterans’ Administration.

203(h) provides for financing replacement or reconstruction of
owner-occupied homes damaged or destroyed by natural disaster.

203(1) provides for financing new or existing homes in small
towns, and outlying urban and rural nonfarm areas.

213 provides for financing of mortgages on individual sale
properties released from nonprofit cooperative sales projects.

220 provides for financing of newly constructed or rehabilitated
homes 1n urban renewal areas.

221(d)(2) provides for financing of low-cost homes for families
displaced by urban renewal and other government action, and
for other low- and moderate-income families.

222 provides for financing of proposed or existing dwellings for
servicemen.

234 provides for financing of mortgages on individual units in
condominium projects. (Condominium ownership provides fee
simple title to a dwelling unit but includes undivided interest in
common property of the overall project. It permits ownership
of individual units in multifamily structures as well as detached
houses sharing common facilities.)

809 provides for financing of new sales housing for civilian
employees at or near research or development installations of the
Department of Defense, NASA, AEC, and employees of con-
tractors thereof, on certification by the appropriate department
or agency.

810 provides for financing of new sales housing after an initial
rental period for military and essential civilian personnel of the
armed services, NASA, and AEC, and for employees of contractors
for these agencies, upon a finding by FHA of need.

2. Operation

The mortgage insurance programs are a direct Federal operation,
conducted by field offices with headquarters supervision.

The FHA sales house operations consist essentially of insurance to
private lenders against the possibility of nonrepayment of long-term
mortgage loans. A premium for this insurance is generally paid by
the borrower, through the mortgage lender, to FHA. The insurance
premiums provide both for reserves against losses and for operating
and administrative costs. In addition, fees are assessed for various
services such as appraisal, inspection, and processing actions. Over-
all, the operation is conducted without net cost to the Federal Govern-
ment.

The section 222 program for servicemen is an exception to the state-
ment that insurance premiums are paid by the borrower. These
premiums are paid by the armed services until termination of the
servicemen’s ownership.

The objectives of the FHA sales house programs are achieved
primarily through advantages in terms over mortgages typically
available in the conventional mortgage market. These advantages
in terms would ordinarily not be offered by private lenders due to
increased risk of loss, or would be offered on?;' at substantially higher
interest charges commensurate with the acceptance of greater risk.
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There are also various legal restraints on acceptable risk and permis-
sible interest rates. FHA insurance is the operative factor which
makes these higher risks and lower yields acceptable to private lenders,
and which likewise permits exception to legal restraints on risk criteria.
For the privilege of obtaining insurance, lenders, builders, and home
purchasers comply with FHA minimum property standards, under-
writing requirements, regulations, limitations on mortgage amounts,
etc. The special purpose programs offer more liberal loan-to-value
ratios, amortization periods, risk standards, appraisal standards, or
construction standards, etc., as incentives toward achieving their
special objectives.

3. History

Section 203(b).—The first FHA insurance program for sales home
mortgages was the section 203(b) program, authorized by the National
Housing Act adopted June 26, 1934. It provided for 80 percent,
20-year loans. Maximum interest rates were to be established by
the Federal Housing Administrator at not more than 5 percent with
authority to go up to 6 percent if the mortgage market so required in
a given locality or for a given class of loan. Insurance premiums were
required at not less than one-half percent nor more than 1 percent.
By regulation, FHA established the requirement for level-term
monthly payments, and later established a requirement for escrow
payments for taxes and insurance premiums. These two require-
ments proved sound innovations and became established practices
throughout the mortgage industry, replacing the short-term un-
amortized mortgages which previously prevailed in the private
mortgage market and which caused serious problems during the
depression of the thirties.

The needs of the Nation for financing homeownership and for
stimulating residential construction since 1934, however, have
occasioned repeated liberalization of terms under the section 203(b)
program. At present, loans for new homes and existing homes over
1 year old may be as great as 97 percent of the first $15,000 of value,
plus 90 percent of the next $5,000, plus 80 percent of the remainder.
The maximum loan amount for a one-family dwelling is $30,000.
New homes are entitled to a 35-year repayment term while existing
homes are entitled to a 30-year term. Many other details of the
program have also been gradually altered from time to time, as needs
and experience have dictated. More than 2.6 million new homes
and more than 3.9 million existing homes had been insured under
203(b) as of mid-1965. Over the 30-year period, these totals average
out at about 220,000 mortgages insured per year.

Section 203(b)(2).—This is a new program authorized by the
Housing and Urban Development Act of 1965. It provides special
terms for veterans who have not previously used VA eligibility for
home purchase. Favorable terms over 203(b) cover loan-to-value
ratio only; viz, 100 percent on first $15,000 of value, 90 percent on
next $5,000, and 85 percent of remaining value.

Section 203(h).—This program was authorized by the Housing
Act of 1954 to assist owner-occupants whose homes are destroyed or
damaged by disaster. It originally provided 100 percent mortgages
with & maximum mortgage amount of $7,000. The mortgage amount
has been raised by subsequent amendments to a present limit of
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$12,000. Volume data are normally combined with 203(b), but
when last tallied separately (March 1965) the cumulative total of
homes insured under 203 (h) was 113.

Section 203(1).—This program was authorized by the Housing Act
of 1954, replac ng a title I, section 8, program of similar character
(adopted 1950) which in turn had replaced a class 3 program under
title I, section 2, originally authorized by the National Housing Act
Amendments of 1938. Sections 2 and 8 accounted for more than
84,000 units insured over their approximately 17-year life.

Through August of 1965, more than 75,000 units had been insured
under section 203(i). The volume under this program ran much
higher during the late 1950’s than recently, probably because of the
broadening of eligibility criteria of the 221(d)(2) program by the
Housing Act of 1961. Section 221(d)(2) may now be used with at
least equal advantage in a majority of cases that would have previ-
ously been eligible only under 203(i).

Section 203(i) terms have generally been amended from time to
time as housing market conditions have indicated the need. The
1965 act increased the maximum mortgage limit to $12,500, with a
loan-to-value ratio of 97 percent.

Section 213.—The 213 cooperative housing program was authorized
by the Housing Act of 1950, and the sales cooperative is a variation
of the cooperative concept. Management cooperatives are also cov-
ered by the same section. and are described elsewhere in this report
under rental housing programs. Section 213 superseded previous
authority for financing housing cooperatives granted under section
207 in 1948.

The sales cooperative (as contrasted to a management cooperative)
is best described as a purchasing cooperative. For example, a group
of prospective home buyers can band together in a nonprofit corpo-
ration and use their collective bargaining power to obtain a more
favorable purchase price for new homes, than they might otherwise
secure as individuals.

With the passage of time, the 213 program has primarily evolved
into a method for production of homes by operative builders, to be
marketed through a cooperative with appropriate financing procedures,
in contrast to early expectations that organized cooperative groups
might use the program for bargaining with builders en bloc and thus
achieve savings in contract construction of homes for individual owner-
ship. Through August 1965, over 33,000 sales homes had been insured
under section 213, though activity under the program has declined
sharply since 1961. The reduced section 213 sales housing activity
(mostly by operative builders) is believed due to the substantially
improved terms made available under other sale home programs by
the Housing Act of 1961. Such minor advantages of 213 sales financ-
ing as remained for operative builders were virtually eliminated by
the Housing and Urban Development Act of 1965.

Section 220(b) home mortgages.—This program was enacted in 1954
because existing FHA home mortgage programs were often inappro-
priate for financing homes in urban renewal areas, owing to the re-
quirement for & finding of economic soundness. Conventional mort-
gage loans were also unavailable for similar reasons. The 220 sales
housing program authorized FHA insurance of mortgages on properties
in areas with approved rehabilitation programs without a finding of
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economic soundness. In 1955 the program was amended to base
mortgage amounts on replacement costs rather than on appraised
values. About 3,400 new homes and 850 existing homes had been
insured under the program through August of 1965.

Section 221(d)(2).—This program was authorized by the Housing
Act of 1954 to provide favorable terms for home purchase by families
displaced by urban renewal and other Government action. In 1961
the program was amended to make nondisplacees eligible, though dis-
placees retain a slightly lower downpayment privilege and FNMA
special assistance financing.

The program now primarily services low- and moderate-income
families. This is largely accomplished through relatively low mort-
gage ceilings, currently $11,000 for a one-family unit (which may be
mcreased by the Commissioner up to $15,000 in high-cost areas).

Through August of 1965, nearly 60,000 new homes and over 100,000
existing homes had been insured under this program, with volume sub-
stantially accelerated since the 1961 amendment.

Section 222.—This section was authorized by the Housing Act of
1954 to permit certain active duty servicemen to obtain mortgage in-
surance on homeowner housing. The transitory nature of military
service had previously tended to make mortgage loans unavailable to
servicemen.

The program has been amended from time to time, the latest
amendment occurring in the Housing and Urban Development Act of
1965. Mortgages are now authorized up to $30,000 with 3 percent
down on the first $15,000 of value, plus 10 percent of the next $5,000,
and 15 percent of the remainder.

As of August 1965, about 58,000 new homes and 107,000 existing
omes had been insured under the program.

Section 234.—This program was authorized by the Housing Act of
1961. It provides for insurance of mortgages on individual units
when units are held under condominium conditions. Condominium
ownership is permitted in any project insured under any of the FHA
multifamily programs with the exception of section 213 management-
type cooperatives. The Housing Act of 1964 provided that projects
could be initiated as condominiums under section 234.

When this program was enacted, only Puerto Rico had legal pro-
visions to accommodate condominium ownership. As of now, 47 of
the 50 States plus the Virgin Islands and the District of Columbia have
enacted condominium enabling laws, and 2 of the 3 remaining States
have such action pending—all traceable to the original stimulus
provided by the Federal program.

As of August 1964, only 556 individual units had been insured under
the section 234 program, but application activity for both individual
units and projects suggests that increasing activity is to be expected.
The creation of the program is also believed to have stimulated sub-
stantial conventionally financed condominium activity.

Section 809.—This program was authorized by the Housing Act of
1955 because the nature of civilian employment at Federal research
and development centers renders arrangement of mortgage finaneing
for home purchase difficult for these employees, both through con-
ventional sources and established FHA programs,.

Mortgage terms and other features of the program are similar to
section 203(b) but the requirement for economic soundness is omitted.
The law provides that the Commissioner may require the Secretary of
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Defense to guarantee the FHA insurance fund against loss, if he
determines that the mortgage is not an acceptable risk.
As of August 1965, about 5,300 new homes and 6,500 existing homes
had been insured under the program.
Section 810.—This program was authorized by the Housing Act of
1959. The units must be held for rental for a period of not less than
5 years, after which they may be sold. There had been no insurance
or application activity under this section through August of 1965.
4. Level of operations. (See general answer covering all FHA pro-
grams.)

5. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes wn program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs.)

PART I11. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See general answer covering all FHA programs.)
10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

RentarL Housing PrograMs

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives

Nearly all of the objectives as outlined for FHA sales housing pro-
grams apply equally to the FHA rental housing programs. The
obvious exception to this statement is the sales housing objective
of “broadening the opportunity for home ownership * * *’° Rental
housing programs, instead, have the objective of facilitating a con-
tinued availability of a diversity of structural forms, amenities, and
means of tenure. Rental tenure may serve needs, or consumer pref-
erences, or both. Rental housing frequently tends to serve those
whose occupations or habits involve substantial mobility and for whom
homeownership is, therefore, less suitable or less desirable.

Rental housing also serves those who do not wish to assume the
risks or responsibility that homeownership implies. The largest
market segment served by rental housing, however, tends to be those
who have been unable to accumulate the required equity for home-
ownership investment or who are otherwise unable to qualify as
acceptable credit risks for long-term mortgages. This group is com-
posed in large part of younger families and individuals in early stages
of the life cycle who will eventually become homeowners after assets
accumulate, employment becomes more scttled, and careers mature
at higher earning levels.

A second objective of rental housing programs is to provide for
higher density structural types which permit maximum economic
use of strategically located land in high-cost urban areas, to the
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extent that such accommodations are in adequate demand to be
supported over the life of the mortgage.

Higher density development provides more efficient access to com-
munity facilities such as public transportation, libraries, parks, shop-
ping, churches, etc., than does low-density detached housing. And
it also permits efficient provision of management services and other
amenities seldom available in single-family houses.

In addition to these basic objectives of all rental housing programs,
each of the several FHA rental housing programs has one or more
special purposes or objectives. These are indicated below for each
program:

207 is the basic rental housing program for financing con-
struction or rehabilitation of rental housing. It may be used
for any structural type in a project of eight or more units. (It is
not a special-purpose program.)

213 provides for financing of construction, rehabilitation, or
acquisition of existing structures by a nonprofit cooperative
association; or provides for construction or rehabilitation by a
corporation intending to sell to a nonprofit cooperative. (For
“management cooperatives” to be occupied by members, as
distinguished from sales cooperatives covered under sales housing
programs.) Provides for all structural types in projects of five
or more units.

220 provides for financing construction or rehabilitation of
rental housing projects in urban renewal areas. Provides for
all structural types in projects of two or more units.

221(d)(3) provides for both market and below-market interest
rate financing of construction or rehabilitation of rental and
cooperative housing for moderate income families. Priority is
given to families displaced by urban renewal or other government
action. Handicapped and elderly persons also qualify as occu-
pants. Sponsorship is limited to nonprofit organizations, co-
operatives, limited dividend corporations, and public bodies
(except those which are exclusively public housing authorities).
Any structural type in projects of five or more units may be
approved.

221(d)(4) provides for the same purposes as 221(d)(3) market
rate, except this program is designed for private profit-motivated
sponsors and may be built in areas that do not have a workable
program.

810 provides for financing construction of rental housing for
military and essential civilian personnel of the armed services,
NASA, and AEC, and for employees of contractors for these
agencies upon a finding by FHA of need. After initial 5 years as
rental housing, or a shorter period if the Commissioner determines
need for rental housing has ceased, units may be purchased with
an insured mortgage.

2. Operation

The rental housing programs, as well as many of the special pro-
grams, are supervised by an Assistant Commissioner for Multifamily
Housing, a Washington staff, and five regional representatives.
There is also a separate Multifamily Insuring Office in New York.
Otherwise, the regular FHA insuring offices administer the rental
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housing and special programs, receiving and processing applications
from project sponsors.

One special operational feature of rental housing programs is the
availability of insurance for construction advances. This feature is
unavailable for most sales home programs, although the FHA insur-
ance commitment frequently provides the basis for builders to obtain
separate temporary construction loans.

3. History

Section 207 —Section 207 was a part of the original National
Housing Act adopted in 1934. During the depression, default on
apartment mortgages had become so widespread that multifamily
funds for rental project construction were virtually unavailable.
Despite substantial apartment vacancies in many communities, there
were unmet needs for rental accommodations in many places, espe-
cially for moderate- and low-income families.

Use of long-term amortized mortgage loans for multifamily projects
were pioneered under section 207 in the mid-1930’s. As with home
mortgages, a thorough analysis of the project, its location, and prospec-
tive mortgagor constituted a new technique for review of rental and
other multifamily projects. In addition, the detailed comparison of
prospective project income with detailed estimates of operating, debt
service, and maintenance cost may be considered an innovation in
this field, now widely adopted by conventional lenders.

This program, of course, has been amended from time to time to
keep it current with needs in market conditions, but has maintained
its character as the basic model program for project financing. De-
spite the fact that 207 is the basic FHA multifamily program, it has
not accounted for the largest volume of FHA-financed apartment con-
struction. During the immediate postwar period, builder and investor
sponsorship centered attention on the section 608 program (now ter-
minated), which had more liberal terms and conditions, in an effort
to overcome the postwar housing shortage of the late forties and early
fifties. During its life the 608 program accounted for nearly 470,000
housing units. By comparison about 225,000 units had been insured
under the 207 program as of August 1965.

Conventional financing has been used principally in the rental
housing boom of the 1960’s. Although section 207 reached new highs
from 1960 through 1963, averaging over 70,000 units insured, its share
of the total apartment market has been a declining one, due most
probably to the lessened need for FHA insurance in the presence of
more adequate capital supplies, more receptive attitudes on the part
of lenders, and assured growth of future markets for multifamily
housing. Less than 6,000 units were insured under section 207 in
fiscal year 1965.

Section 213.—The section 213 program for financing management
cooperatives was added to the National Housing Act in 1950. The
legislation superseded previous authority to insure cooperative mort-
gages contained in 1948 amendments to section 207. At present
mortgage amounts which may be insured under the program are equal
to those permitted under section 207. However, loan-to-value ratios
of 97 percent are permitted and may be based on replacement costs,
rather than the 90 percent based on appraised value permitted under
section 207.
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The program has been amended from time to time and volume under
the program has averaged about 4,000 to 5,000 units annually since
enactment. As of August 1965, a total of 68,400 units have been
insured under the program.

Section 220.—This program was authorized by the Housing Act of
1954, after it was determined that mortgage funds from customary
sources were unavailable for development of rental housing in urban
renewal areas. Existing FHA programs were often inappropriate for
the special circumstances and requirements of urban renewal rede-
velopment. Over 48,000 rental housing units had been insured under
section 220 as of August 1965.

Section 221(d)(3).—This program was originally authorized in the
Housing Act of 1954 to provide housing at moderate rentals for
families displaced by urban renewal. Only nonprofit sponsors were
originally eligible as mortgagors. It had but limited success in achiev-
ing its relocation objective due to the extreme difficulty of synchronizing
the availability of new units with the timing of displacement.

The program was substantially changed by the Housing Act of 1961
as follows:

1. The objective was redirected toward low- and moderate-
income families generally, though displacees still have priority for
initial occupancy and waiting list status.

2. New classes of sponsors were made eligible, including
management cooperatives, limited dividend corporations, and
investor sponsors planning sale to cooperatives.

3. A new, separate, below-market interest rate program was
created under section 221(d)(3). This program has such sub-
stantial advantage over the market rate program in most cir-
cumstances that it generally is preferred by the special sponsor
classes eligible for either program.

Activity data on the market rate 221(d)(3) }ﬁogram is not readily
separated from that of the 221(d)(4) program. owever, a tabulation
of projects insured through May of 1965 showed 37 “old law” (d)(3)
projects, 13 ‘“new law”’ market rate (d)(3) projects, and 41 (d)(4)
projects—for a total of 91 projects. Combined data for all market
rate 221 projects as of August 1965 showed & new total of 99 projects
insured, covering 12,435 dwelling units.

The “new law’”” 221(d)(3) market rate program offers a slight
advantage over section 213 for financing low- and moderate-cost
management cooperatives, and to date, nearly all of the lmited
activity under the program has been in cooperative development.

Section 221(d)(4).—This program was authorized by the Housing
Act of 1959. It provides a program for profit motivated sponsors
with objectives identical to those of the section 221(d)(3) market rate
program, including the 1961 changes outlined above.

Section 810.—This program was authorized by the Housing Act of
1959. It originally required certification of need by the Department
of Defense (DOD) and was subject to a possible FHA requirement for
DOD guarantee of losses. The DOD responsibility was eliminated in
1961. No units were insured under the program prior to 1963, and
only 17 projects containing 2,046 units have been insured to date.

4. Level of operations. (See general answer covering all FHA pro-
grams.)
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5. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes in program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See general answer covering all FHA programs.)

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

BeELow MarkeT INTEREST RaTE RENTAL Housing PrRoGRAM FOR
Low- axp MoperaTE-INcoME Faminies (Section 221(d)(3))

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

The general objectives outlined for both sales and rental housing
programs of FHA, of course, also apply to the 221(d)(3) below market
interest rate (BMIR) program. HI())WGVGI‘, the primary objective is
to make adequate housing available at below market rentals to those
families whose incomes are insufficient to afford decent housing avail-
able in the private market. The program is mainly intended to serve
those families of low and moderate income whose incomes are above
those eligible for public housing. A second objective is to serve as a
relocation resource for families displaced by urban renewal and other
Government action.

2. Operation

Responses to this question on operation of rental housing programs
also apply to this program.

The It))elow market interest rate feature of the program, however,
involves additional unique operational features. The program achieves
its objectives of lower rents through an interest rate substantially be-
low market rates. It is therefore dependent on FNMA purchase of
mortgages, and acceptance of applications under the program requires
prior reservation of FNMA special assistance funds. Legislative
intent also requires that FHA establish income limits for tenant
eligibility in BMIR projects, to assure that the assistance serves those
for whom 1t was intended.

The one-half percent insurance premium is waived on this program.
Losses are to be provided for by appropriation.

3. History

This program was authorized by the Housing Act of 1961. It
originally tied interest rates to the average interest cost of Federal
borrowing as determined by the Treasury Department. But the
Housing and Urban Development Act of 1965 has now fixed the
interest rate at not to exceed 3 percent.
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The program has been successful in achieving its moderate income
goals, and applications covering nearly all of the special assistance
funds allocated to the program through fiscal year 1965 had been
committed. Applications covering over 84,000 dwelling units had
been received as of August 1965, including more than 35,000 units
already insured.

4. Level of operations. (See general answer covering all ¥HA pro-
grams.)

5. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes in program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See general answer covering all FHA programs.)

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

ExreEriMENTAL Housing PrograM (Smc. 233)

PART I. DESCRIPTION OF THE PROGRAM
1. Objectives
The objective of the program is to foster the testing and utilization
of advanced housing technology aimed at reducing housing costs,
improving housing standards, or enhancing neighborhood design.

2. Operation

The program operates through insurance of mortgages on housing
incorporating experimental designs or construction techniques or
materials. This speeds the use of worthy new concepts by reducing
the lender’s potential risks. All experimental features of submissions
are evaluated and accepted or rejected at the FHA central office.
Nonexperimental features are processed by the insuring office.
Mortgages that meet the eligibility requirements for insurance under
any of the various FHA title II home or project mortgage programs
may be eligible for insurance under the experimental housing program.

3. History

The program was first authorized by the Housing Act of 1961.
Though it was originally limited to housing meeting the requirements
of 203(b) and 207, it was expanded to cover all additional types of
title I1 housing by the Housing Act of 1964, To date, 112 homes
have been insured under the program, and applications have recently
been averaging about 12 cases per month.

4. Level of operations. (See general answer covering all FHA pro-
grams.)
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5. Estimated magnitude of program in 1970
The 1970 dollar volume is estimated at about $50 million—divided
40 percent single family and 60 percent multifamily housing.

6. Prospective changes in program orientation
None contemplated at this time.

7. Coordination and cooperation

(i) Aspects of the program in which opportunities for coordination
and cooperation arise or might be created:

(¢) Within the Studies and Experimental Housing Section the ex-
perimental housing program is coordinated with the technical studies
program. These two programs supplement each other with respect
to the production of beneficial research results.

There is also coordination between the experimental housing pro-

am and the activities of the Engineering and Architectural Sections
of the Architectural Standards Division and the Valuation, Cost and
Land Planning Sections of the Appraisal and Mortgage Risk Division.
For example, when the Engineering Section lacks criteria by which
to evaluate a new construction technique or material it may refer the
sponsor or producer to the experimental housing program for sub-
mission of his innovation in experimental structures.

(b) There is extensive cooperation between the program and the
Urban Renewal Division of FHA. To date rehabilitation of slum
dwellings in New York City has been the primary cooperative project
involved.

(c) Other Federal Government departments and agencies with
which the program cooperates include the Office of the Administrator,
Housing and Home Finance Agency; Department of Defense (Com-
mittee 12); and Office of Economic Opportunity.

The Office of the Administrator of the Housing and Home Finance
Agency operates a low-income housing demonstration program. Sub-
missions to that program are from time to time referred to the ex-
perimental housing program for technical evaluation and advise. The
Office of the Administrator and all of the HHFA constituent agencies
are kept informed of the work being done in the section 233 program
through the HHFA Research Coordinating Board.

The Office of Economic Opportunity has, on a number of occasions,
requested assistance from the experimental housing program in tech-
nical matters concerning low-cost residences for the poor. Reviews
of designs and techniques for different styles of construction have
been made for OEO under the program. There is substantial oppor-
tunity for further cooperation between OEO and FHA on housing
matters.

(d) None at present.

(¢) Very close cooperation is in effect between the New York City

overnment and the pro%ram in relation to rehabilitation of slum
gweﬂings in that city. Cooperation on similar projects with other
city governments is anticipated.

(f) Liaison is maintained with the National Research Council of
Canada.

(¢) through (z) The program will consider submissions of experi-
mental projects from and work with any kind of legitimate sponsor.

(ii) Arrangements developed to promote coordination and co-
operation:
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(@) An FHA consumer bulletin has been distributed widely to
disseminate information on the purpose of the program, the general
program rules, procedure for sponsors, and processing requirements.

() For the New York City slum dwelling rehabilitation work a task
force has been created to determine methods and approaches to be
followed and the design, materials, and techniques to be used; to
provide a sociological and political environment conducive to the suc-
cess of the undertaking; and to facilitate and expedite the undertaking
in any other ways possible.

8. Laws and regulations. (See general answer covering all FHA
programs.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(a) Effects on personal incomes of persons served or involved and
on the distribution of personal income:

As a consequence of the contemplated lowering of construction
costs through the program home buyers should be able to buy the
same or better quality homes for less money than at present or better
homes for the same price. This will, in effect, increase the home
buyers’ income.

(b) through (k) Potentially the rehabilitation of slum dwellings in
New York City alone involves approximately 43,000 buildings.
Similar situations exist in varying degree in every city in the Nation.
If the current project in New York proves successful, there will be a
new rehabilitation industry creating thousands of jobs for skilled and
unskilled laborers as well as an increased need for professional
engineers, architects, technologists, and management people.

In addition, many large and small producers of building materials
and components have become interested in the New York City
rehabilitation work. These producers have visited the pilot project,
now completed, and are studying the possibilities of developing new
low-cost products or adapting present ones for a rehabilitation
market. Iéuch development and marketing work should significantly
stimulate the building products industry thus creating many more
jobs and increasing substantially the gross national product.

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

Laxp DEVELOPMENT INsURANCE PrograMm (Trrie X)

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives

Title X of the Housing and Urban Development Act of 1965 au-
thorizes FHA to insure mortgages to assist private enterprise in the
acquisition and development of land to serve the needs of a rapidly
expanding urban population. The urban expansion that has already
occurred since World War II has substantially depleted the supply of
improved building sites to such an extent that the price of available
improved lots has increased more than the costs of building houses.
Difficulties in obtaining financing for land development have con-
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tributed to this problem, and title X was devised to assist in the
financing of land acquisition and especially land improvements such
as water and sewerage facilities, streets, curbs, sidewalks, etc.

2. Operation

Although the field instructions have not yet been issued, title X
provides that FHA shall administer a system of mortgage insurance
under which up to 50 percent of the estimated value of land before
development and 90 percent of the estimated cost of development, or
not to exceed 75 percent of the estimated value of the property upon
completion of the land development, may be borrowed with an in-
sured mortgage. The total cost of a single land development under-
taking may not at any time exceed $10 million. The statute provides
that public, private, or cooperatively owned water supply and sewer-
age disposal systems may be insured also, if it is necessary to build
new systems. The land development must comply with aﬁ State or
local laws and must be consistent with a comprehensive plan which
covers, or with comprehensive planning being carried on for, the area
in which the land is situated, and must meet other criteria established
in the statute and regulations.

3. History

The land development insurance program has not begun to operate,
although regulations and field instructions are bein% prepared and it
is expected that they will be issued shortly. The legislative history
of title X goes back a number of years to the late 1950’s, when studies
were made of methods by which financing of land improvements
could be facilitated. A bill similar to title X was introduced by former
Congressman Rains in 1960 and again in 1961. The program with
some modifications was included in the Administration’s legislative
recommendations in 1964, but was deleted in the Housing Act of that
year as enacted by the Congress. The present wording of title X of
the Housing and Urban Development Act of 1965 is the result of
careful study within the Congress and by both private and Govern-
ment officials over a period of several years.

4. Level of operations. (See general answer covering all FHA pro-
grams.)

5. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes in program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs,)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects. (See general answer covering all FHA programs.)

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)
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Nvursineg HoME ProGgram (SEcTION 232)

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives

The purpose of the Federal Housing Administration’s program of
mortgage insurance for nursing homes is set forth in the enabling
legislation, section 232 of the National Housing Act. It is, “to assist
the provision of urgently needed nursing homes for the care and treat-
ment of convalescents and other persons who are not acutely ill and
do not need hospital care but who require skilled nursing care and
related medical services.” In general, the program is designed to
help reduce the national shortage of nursing homes by providing
facilities that are economically sound and structurally adequate for
the safety and proper care of occupants.

2. Operation

The FHA helps sponsors of nursing homes to get mortgage loans on
favorable terms through established lending institutions by insuring
the lenders against possible loss. All nursing homes developed under
the section 232 program are constructed or rehabilitated by private
builders, and are owned and managed by private concerns or
individuals.

The nursing home program is administered directly by local FHA
insuring offices. Except for modifications necessitated by the nature
of nursing home mortgage insurance transactions, FHA regulations
and operating procedures for section 232 are similar to those for
multifamily rental-housing projects insured at market interest rates.

Before insuring any mortgage under section 232, FHA must have
certification from the appropriate State agency of the State in which
the nursing home is to be located that there is & need for the home;
that there are in force in the State (or its political subdivision) reason-
able minimum standards for licensing and operating nursing homes;
and that these standards will be applied and enforced with respect
to any FHA-insured nursing home in the State.

3. History

Section 232, authorizing FHA insurance of mortgages to finance
construction or rehabilitation of nursing home facilities providing
accommodations for 20 or more persons, was added to the National
Housing Act in 1959. Up to that time there had been a dearth of
available funds to finance proprietary (organized for profit) nursing
homes and limited familiarity of lending institutions with the problems
and opportunities in this field.

Congressional action in 1961 increased the permissible ratio of loan-
to-value for section 232 projects from 75 to 90 percent, thus reducing
the required equity from 25 to 10 percent. This amendment, accord-
ing to the legislative history, was designed primarily to encourage the
smaller nursing homeowner to provide better physical facilities for the
care of those who must be confined to nursing homes.

In 1964, section 232 was amended to make private nonprofit nursing
home sponsors eligible for FHA mortgage insurance for nursing home
construction on the same terms as proprietary sponsors. Since
passage of the 1964 act, it has been possible for the sponsor of a non-
profit nursing home to qualify for a combination FHA-insured mort-
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gage and Federal grant or loan made by the Department of Health,
Education, and Welfare under the Hill-Burton program.

From the beginning of the section 232 program in 1959 through
September 1965, applications for FHA insurance were received for
744 nursing homes. These applications involved nearly 68,000 beds,
including some 43,000 in projects already insured. Of the total, six
applications, involving 650 beds, were for homes to be operated by
nonprofit groups.

4. Level of operations. (See general answer covering all FHA pro-
grams.)

&. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes in program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs.)

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See general answer covering all FHA programs.)

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

Housing ror THE ELpERLY (SECTION 231)
PART I DESCRIPTION OF THE PROGRAM

1. Objectives

Many of the general objectives outlined for sales and rental housing
programs also apply to the 231 elderly housing program. More
specifically, however, the 231 program aims to provide financing for
rental projects especially designed for elderly persons, 62 years of age
and older.

Housing accommodations in the general market are not frequently
well suited to the special needs of our growing elderly population
and the private market incentives to build or finance such specialized
housing have not developed to assure an adequate supply.

2. Operation

Responses to this question on operation of rental housing programs,
also apply to this program,

Special standards have been prepared to encourage designs speci-
fically tailored to the needs of the elderly, even where some features
may not be wholly suitable for family living as an alternative market.
Mortgage amounts are based on replacement cost rather than market
value and 100-percent mortgages are available to nonprofit sponsors.
Profit-motivated sponsors may obtain 90-percent mortgages.

65-735—67—vol. 3——-8
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3. History

Special mortgage insurance for elderly housing projects was first
provided by amendment to section 207 in 1956. However effective
attainment of the objectives of these amendments was limited by
requirement of the 207 program that units be designed for family
living. Therefore, section 231 was added to the National Housing
Act (;'n 1959 to provide a program specifically adapted to the specialized
need.

As of August 1965 more than 35,000 units of rental housing had
been insured under the program.

4. Level of operations. (See general answer covering all FHA programs.)

5. Estimated magnitude of program in 1970. (See general answer
covering all FHA programs.)

6. Prospective changes in program orientation. (See general answer
covering all FHA programs.)

7. Coordination and cooperation. (See general answer covering all
FHA programs.)

8. Laws and regulations. (See general answer covering all FHA
programs.)

PART 1I. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See general answer covering all FHA programs.)

10. Economic classification of program expenditures. (See general
answer covering all FHA programs.)

QuEesTIONS 4-10 FOR ALL FEDERAL HOUSING ADMINISTRATION
Programs

4. Level of operations. (See table 1.)

Program: FHA insurance operations. (Covers all FHA programs discussed in
preceding sections.)

Department or agency, and office or bureau: Department of Housing and
Urban Development; Federal Housing Administration.



TABLE 1.—Level of operations or performance, fiscal years 1964—-67

Fiscal year | Fiscal year
Measure Unit Fiscal year | Fiscal year | 1066 con- 1967 con-
1964 1965 gressional gressional
estimates estimates
(a) Magnitude of the programe . ... emoccceciamacccncaccmmceccnomcaeacmaanamnn
Sales housing 459, 305 512,774 492, 960 583, 700
Rental housing, market rate of interest..... 36, 633 27,510 27, 505 37,330
Rental housing, below-market rate of interest. 10, 286 14, 669 22,960 31,680
Experimental housing. . . . oo e cccmmaamccmcceammamman | amee @O0 c e 108 390 2, 000
Land development mortgage 18, 900 38, 000
Nursing homes. ..... 10, 355 7,920
Housing for the elderly . . ..o oo eccaeean 4,130 1,270
(b) Applicants or participants:
State government agencies 2. . el - -
Local cornmunities or governments 2. o oo st dcccceceeemeee-
Families. - -cccaoeoeomcaacamaaaaees Insured mortgages in force, and com-
mgsioner-held mortgages or prop-
erties:
Sales housing _ oo Dwelling units. .o oooeoeoan 3,781, 401 3, 891, 701 4,177,729 4,447,630
Rental housing, market rate of interest____ _ . _________ ol 762, 320 752,158 727,002 709, 661
Rental housing, below-market rate of interest 20, 055 34,772 57,742 89,063
Experimental housing______._. J NNl RS« [ SRRSO ORI 108 494 2, 486
Land development mortgage inSUranee .. oo oo oooieccaoan .- — 15, , 000
Nursing homes. . . ... 22,078 29, 303 40, 107 48, 285
Housing for the elderly. ... ... 28,167 34, 365 39, 707 39,639
(c) Federal finances:
Unobligated appropriations available 2 . e[ e e m e c e cccmerecmcece e fmmmmmmm i mmmmma [mm e am e m e e o[ en
Obligations fncurred. o« oo oee e eeemamameean Debentures issued._ ... ..___ $409, 717, 350 | $559, 667, 000 | $240, 000, 000 0
Allotments or commitments made ?_________ |- -
(d) Matching or additional expenditures for the program 2] cicmmiemcccmccccccen|memme ez e e ce|emm i cac e e el
(6) Number of Federal Government employees administering, operating, Or SUPer- |« ceo veeccormomacmcmccmccaecacacanna 8,118 7,996 8,130 8,615
vising the activity.
(/) Non-Federal personnel employed in the program..___. Fee appralsers 3 ool 24 64 172 1

(g) Other measures of level or magnitude of performance 2.

! Excludes mobile home spaces. 3 Not applicable. 3 Estimated,

SIVYD0dd SHEDYAOSEY NVIWAH

1901
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&. Estimated magnitude of the progrem in 1970

The level of activity that will materialize under FHA programs
by 1970 will depend on & variety of influences, some of which can
be reasonably anticipated while others will arise from actions and
decisions evolving from interim events.

Aggregate population has been projected by the Census Bureau to
rise to about 209 million by 1970. This would be an increase of about
7.3 percent from 1965. However, in the age bracket from 22 to 45
years, the increase would be only 6.2 percent. This is the group that
contains most of the first-time home buyers and renters, and which
would have the greatest impact on FHA’s future activities. The
number of elderly persons over 65 is expected to increase by 8.1 per-
cent during the next 5 years and provide somewhat greater demands
for senior citizen housing and nursing homes.

We do not visualize any technological or social innovations during
the next 5 years that would have a notable impact on FHA activity.
There are a number of forces now at work that can be expected to
continue and perhaps accelerate, however, during this period. One
of these, on the technological side, is the increasing use of manufac-
tured and preassembled construction components. These factory-
built parts reduce the amount of site labor required, speed up con-
struction time, and counteract to some extent the upward pressures
on building costs. Another, on the social policy side, is the increas-
ing emphasis given to the provision of better housing for families
of%ow and moderate income. The below-market-interest-rate program
under section 221(a)(3) is making an important contribution toward
meeting moderate income housing needs. The rent supplement pro-
gram, authorized by Congress in 1965, can potentially make signifi-
cant improvements in the housing conditions for low-income families,
if and when funds for program operations are appropriated.!

The construction of planned development on a larger scale than
heretofore is now occurring. This emergence of new towns and satel-
lite communities might be classed as a socioeconomic innovation to
cope with problems of urban sprawl and mass. The addition of title
X to the National Housing Act by the 1965 housing legislation will
enable FHA to insure loans for the development of large tracts and
will facilitate development planning on larger scales than were pre-
viously feasible in many cases.

Events that now are unpredictable could have a significant impact
on FHA'’s activity during the next 5 years. Future developments in
the capital markets will influence both the structure of interest rates
and the supply of funds available for investment in FHA-insured mort-
gages. Institutional shifts between different types of lenders in the
accumulation of thrift funds could have a bearing on the demand for
FHA mortgages as investment media. Also, major changes in the
investment policy of lender groups would have a similar effect.
Other changes in the capital markets might arise from actions by
monetary authorities or from business and economic conditions.
While we do not have any reason to anticipate major shifts, they have
occurred in the past on short notice, and could happen again.

The level of activity in various FHA programs in 1970 is apt to be
influenced more by competitive forces that govern the rate of the

1 $12 million authorized under Supplemental Appropriations Act of 1966 will cover contract suthorizations
for approximately 20,000 units. .
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agency’s participation than by other factors. Other things being
equal, FHA’s sales and rental programs would be expected to share in
the modest growth of families entering the ages of initial homeowner-
ship. However, the share of the market for new sales housing that
has been financed with FHA-insured loans has declined substantially
from the levels of 10 years ago. It is difficult to say whether this
decline will halt in the next 5 years, and whether it will be reversed.

In the case of rental housing for families of low and moderate in-
come, the role of FHA increased substantially between 1960 and 1965.
Further increases may be expected because of recent legislative enact-
ments. Nursing homes illustrate how financing participation patterns
may change rapidly. When the Congress first authorized FHA mort-
gage insurance for proprietary nursing homes there was a shortage of
private investment capital available for such facilities. However, in
the last year or two there has been a growing interest in nursing homes
by private investors and sponsors, and the press has reported that
many new private projects are being proposed, constructed, and
operated. In such a changed outlook on the need for proprietary
nursing homes, it would not be surprising for FHA’s proportionate role
to decline even though its total activity might increase.

6. Prospective changes in program orientation

(@) Pending legislative proposals with potential effect on FHA
programs include:

(1) The proposed Demonstration Cities Act of 1966 (H.R.
12343). While this bill would not directly affect FHA programs,
iti1 might reasonably be expected to result 1n more intensive use of
them.

(2) The proposed Housing and Urban Development Amend-
ments of 1966 (H.R. 13064). In addition to technical and clari-
fying amendments to the National Housing Act, this bill proposes
to raise mortgage limits on the section 221(d)(2) program, which
should improve the effectiveness of this program under today’s
market cost conditions, thereby resulting in its more intensive
use. The bill also proposes a program of research and applied
technology which, while not an FHA program, would no doubt
produce results that would affect FHA operations in various
favorable respects.

(3) The proposed supplemental appropriation action to fund
the rent supplement program (H. Doc. 380) would activate that
program.

(b) Proposed administrative and organizational changes: The
establishment of the Department of Housing and Urban Develop-
ment by Public Law 89-174 has necessarily involved some administra-
tive and organizational changes, and additional changes will
undoubtedly follow. However, it isnot anticipated that these changes
will have a major substantive impact on the orientation or emphasis
of FHA activities or programs.

(¢) Changes in conditions under which FHA programs will function
in 1970 have been discussed in question 5.

7. Coordination and cooperation

The various programs of the Federal Housing Administration are
coordinated with policies of the Department of Housing and Urban
Development, and more broadly, with policies of the Administration.
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Within the agency, this coordination is accomplished by frequent
meetings between the Secretary and the Commissioners of the con-
stituent agencies, as well as by use of the usual channels of communica-
tion on matters involving specific policy issues. Further, the staffs
of FHA, the Office of the Secretary and the other constituent agencies,
work together continually on problems involving common interests.
Contacts may be by telephone, personal meetings, or through formal
or informal ad hoc task groups or committees. The subject matter
of such meetings and communications ranges from budget and
legislative matters to correspondence and operating problems in
which there are interests besides FHA’s. Numerous examples of
coordination and cooperation could be furnished from the daily work
schedules of the staff and top officials.

Outside of the HUD network, various functions of FHA bring it
into contact with other departments and agencies. For example,
the nursing homes and senior citizens housing programs involve mutual
interests with sectors of the Department of Health, Education, and
Welfare. Nursing homes may also involve the Small Business Admin-
istration. Many facets of sales housing programs are closely related
to the loan guarantee service of the Veterans’ Administration, with
whom close working relations are maintained in both field and central
offices. Housing problems in small towns and rural areas lead to
communications with the Farmers Home Administration of the
Department of Agriculture. The testing and evaluation of new
building materials involves arrangements with the Bureau of Stand-
ards of the Department of Commerce. The agency participates with
the Bureau of the Census in planning the contents of new decennial
census enumerations as well as in obtaining census data from time to
time on such things as population, housmg, building permits, and
construction expenditures. Military housing and other special pro-
grams for employees working on Federal projects require liaison with
the Department of Defense, Atomic Energy Commission, and the
National Aeronautics and Space Administration. Special housing
vacancy surveys are conducted for FHA by the Post Office Depart-
ment. The international division of FHA provides technical assist-
ance and guidance to the Agency for International Development under
an agreement between HUD and that Agency.

Ordinarily, most FHA programs do not require coordination with
State and local governments or their agencies. However, the nursing
home program involves the participation of State health departments,
and the insurance of mortgages within urban renewal projects involves
working with local redevelopment agencies. The programs of FHA
do not concern foreign governments or international organizations,
although, as indicated above, FHA reviews housing project proposals
on behalf of AID in Latin America, Africa, and the Far East.

In the case of housing for senior citizens, nursing homes and rental
projects for families of low-and moderate-income, nonprofit bodies
may be the sponsors of a project. In such cases, their status is exam-
ined, and each is specifically approved by FHA for the purpose for
which it has applied.

Business enterprises are active participants in FHA programs.
Applications for mortgage insurance are submitted to FHA by ap-
proved mortgagees who are usually institutional investors, viz, banks
savings institutions, insurance companies, and mortgage bankers.



HUMAN RESOURCES PROGRAMS 1065

Basic statutes require that mortgagor applicants under many multi-
family housing programs be corporations or cooperatives. The cor-
porations may be proprietary, and in some cases, limited dividend or
nonprofit.

8. Laws and regulations

The basic authority for FHA programs is contained in the National
Housing Act, as amended. The original act is identified as Public
Law 479, 73d Congress, H.R. 9620, approved June 27, 1934, 48 Stat.
1246; 12 U.S.C. 1701 et seq. (1946 ed.).

The amendments to the National Housing Act are cited below.

Following this is a list of additional laws and information pertain-
ing to the Federal Housing Administration and a list of appropriation
acts covering FHA programs for fiscal years 1955 through 1966.

TrHE NaTroNaL HousiNng AcT AND AcTs AMENDATORY THERETO

Public Law 479, 73d Cong., H.R. 9620, approved June 27, 1934, 48 Stat. 1246.
Public Law 76, 74th Cong., H.R. 6021, approved May 28, 1935, 49 Stat. 293.
Public Law 305, 74th Cong., H.R. 7617, approved August 23, 1935, 49 Stat. 722.
Public Law 486, 74th Cong., S. 4212, approved April 3, 1936, 49 Stat. 1187.
Public Law 525, 74th Cong., H.R. 11968, approved April 17, 1936, 49 Stat. 1233.
Pub. Res. 6, 75th Cong., S.J. Res. 38, approved February 19, 1937, 50 Stat. 20.
Public Law 44, 75th Cong., S. 1228, approved April 22, 1937, 50 Stat. 70.
Public Law 424, 75th Cong., H.R. 8730, approved February 3, 1938, 52 Stat. 8.
Public Law 111, 76th Cong., H.R. 5324, approved June 3, 1939, 53 Stat. 804.
Public Law 24, 77th Cong., H.R. 3575, approved March 28, 1941, 55 Stat. 55.
Public Law 138, 77th Cong., H.R. 4693, approved June 28, 1941, 55 Stat. 364.
Public Law 248, 77th Cong., H.R. 5395, approved September 2, 1941, 55 Stat. 686.
Public Law 559, 77th Cong., H.R. 6927, approved May 26, 1942, 56 Stat. 301.
Public Law 15, 78th Cong., S. 677, approved March 23, 1943, 57 Stat. 42.
Public Law 158, 78th Cong., S. 755, approved October 14, 1943, 57 Stat. 570.
Public Law 159, 78th Cong., H.R. 3291, approved October 15, 1943, 57 Stat. 571.
Public Law 392, 78th Cong., S. 1947, approved June 30, 1944, 58 Stat. 648.
Public Law 27, 79th Cong., S. 681, approved March 31, 1945, 59 Stat. 47.
Public Law 388, 79th Cong., H.R. 4761, approved May 22, 1946, 60 Stat. 207.
Publie Law 480, 79th Cong., S. 2341, approved July 1, 1946, 60 Stat. 408.
Public Law 120, 80th Cong., S. 1230, approved June 26, 1947, 61 Stat. 182.
Public Law 129, 80th Cong., H.R, 3203, approved June 30, 1947, 61 Stat. 193.
Public Law 132, 80th Cong., S.J. Res. 135, approved June 30, 1947, 61 Stat. 202.
Public Law 366, 80th Cong., S. 1720, approved August 5, 1947, 61 Stat. 777.
Public Law 394, 80th Cong., 8. 1770, approved December 27, 1947, 61 Stat. 945.
Public Law 468, 80th Cong., S. 2361, approved March 31, 1948, 62 Stat. 101.
Public Law 864, 80th Cong., S. 2790, approved July 1, 1948, 62 Stat. 1206.
Public Law 901, 80th Cong., H.R. 6959, approved August 10, 1948, 62 Stat. 1268.
Public Law 31, 81st Cong., H.R. 1731, approved March 30, 1949, 63 Stat. 18.
Public Law 52, 81st Cong., S. 851, approved April 23, 1949, 63 Stat. 57.

Public Law 171, 81st Cong., S. 1070, approved July 15, 1949, 63 Stat. 413.
Public Law 211, 81st Cong., S. 1184, approved August 8, 1949, 63 Stat. 570.
Public Law 278, 81st Cong., S.J. Res. 109, approved August 30, 1949, 63 Stat. 681.
Public Law 387, 81st Cong., S.J. Res. 134, approved October 25, 1949, 63 Stat. 905.
Public Law 475, 81st Cong., S. 2246, approved April 20, 1950, 64 Stat. 48.
Public Law 498, 81st Cong., H.R. 7846, approved May 2, 1950, 64 Stat. 97.
Public Law 107, 82d Cong., H.J. Res. 303, approved August 3, 1951, 65 Stat. 173.
Public Law 139, 82d Cong., S. 349, approved September 1, 1951, 65 Stat. 293.
Public Law 155, 82d Cong., H.R. 4914, approved September 28, 1951, 65 Stat. 365.
Public Law 214, 82d Cong., S. 2244, approved October 26, 1951, 65 Stat. 647.
Public Law 531, 82d Cong., S. 3066, approved July 14, 1952, 66 Stat. 601.
Public Law 5, 83d Cong., S.J. Res. 27, approved March 10, 1953, 67 Stat. 4.
Public Law 94, 83d Cong., S. 2103, approved June 30, 1953, 67 Stat. 121.

Public Law 438, 83d Cong., S.J. Res. 167, approved June 29, 1954, 68 Stat. 320
Public Law 560, 83d Cong., H.R. 7839, approved August 2, 1954, 68 Stat. 590.
Public Law 10, 84th Cong., S.J. Res. 42, approved March 11, 1955, 69 Stat. 11.
Public Law 94, 84th Cong., S. 67, approved June 28, 1955, 69 Stat. 172.
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Public Law 119, 84th Cong., 8.J. Res. 85, approved June 30, 1955, 69 Stat. 225.
Public Law 221, 84th Cong., S. 2630, approved August 4, 1955, 69 Stat. 471.
Public Law 345, 84th Cong., S. 2126, approved August 11, 1955, 69 Stat. 635.
Pusblic Law 405, 84th Cong., H.J. Res. 471, approved February 10, 1956, 70
tat. 11.
Public Law 574, 84th Cong., 8. 3515, approved June 13, 1956, 70 Stat. 273.
Public Law 1020, 84th Cong., H.R. 11742, approved August 7, 1956, 70 Stat. 1091.
Public Law 85-10, 85th Cong., H.J. Res. 209, approved March 27, 1957, 71 Stat. 7.
Public Law 85-104, 85th Cong., H.R. 6659, approved July 12, 1957, 71 Stat. 294.
Public Law 85-240, 85th Cong., S. 1574, approved August 30, 1957, 71 Stat. 524.
Public Law 85-364, 85th Cong., S. 3418, approved April 1, 1958, 72 Stat. 73.
Public Law 85-442, 85th Cong., S.J. Res. 171, approved June 4, 1958, 72 Stat. 176.
Public Law 85-857, 85th Cong., H.R. 9700, approved September 2, 1958, 72 Stat.

1105.
Pub71i% Law 85-900, 85th Cong., H.R. 9147, approved September 2, 1958, 72 Stat.
1726.
Public Law 86-70, 86th Cong., H.R. 7120, approved June 25, 1959, 73 Stat. 141.
Pu3%lic Law 86-149, 86th Cong., H.R. 5674, approved August 10, 1959, 73 Stat.
2.
Public Law 86-372, 86th Cong., S. 2654, approved September 23, 1959, 73 Stat.
654.
Public Law 86-500, 86th Cong., H.R. 10777, approved June 8, 1960, 74 Stat. 166.
Public Law 86-578, 86th Cong., S. 3226, approved July 5, 1960, 74 Stat. 314.
Public Law 86-624, 86th Cong., H.R. 11602, approved July 12, 1960, 74 Stat. 411.
Pusblic Law 86-774, 86th Cong., H.R. 11573, approved September 13, 1960, 74
tat. 915.
Public Law 86-788, 86th Cong., H.J. 784, approved September 14, 1960, 74 Stat.
1028.
Public Law 87-38, 87th Cong., S.J. Res. 89, approved May 25, 1961, 75 Stat. 85.
Public Law 87-70, 87th Cong., S. 1922, approved June 30, 1961, 75 Stat. 149.
Public Law 87-623, 87th Cong., S. 2876, approved August 31, 1962, 76 Stat. 418.
Pl;blic Law 87-756, 87th Cong., H.R. 13067, approved October 5, 1962, 76 Stat.
51.
Public Law 88-54, 88th Cong., H.J. Res. 467, approved June 29, 1963, 77 Stat. 73.
Pul%léc Law 88-127, 88th Cong., S. 1952, approved September 23, 1963, 77 Stat.
1

Public Law 88-560, 88th Cong., S. 3049, approved September 2, 1964, 78 Stat. 769.
Pubslic Law 89-117, 89th Cong., H.R. 7984, approved August 10, 1965, 79 Stat.
451.

ADDITIONAL LAWS AND INFORMATION PERTAINING TO THE FEDERAL
HousING ADMINISTRATION

Reorganization Plan No. 1 of 1939, approved April 25, 1939.

Executive Order No. 9070, approved February 24, 1942,

Reorganization Plan No. 3 of 1947, approved May 27, 1947.

Public Law 116, 80th Cong., H.R. 2872, approved June 25, 1947, 61 Stat. 180.
Public Law 139, 82d Cong., S. 349, approved September 1, 1951, 65 Stat. 293.
Public Law 161, 84th Cong., H.R. 6829, approved July 15, 1955, 69 Stat. 324.
Public Law 216, 84th Cong., H.R. 4904, approved August 3, 1955, 69 Stat. 448.
Public Law 221, 84th Cong., S. 2630, approved August 4, 1955, 69 Stat. 471.
Public Law 802, 84th Cong., H.R. 11077, approved July 25, 1956, 70 Stat. 653.
Public Law 968, 84th Cong., H.R. 12270, approved August 3, 1956, 70 Stat. 991.
Pla%gc Law 85-162, 85th Cong., H.R. 8996, approved August 21, 1957, 71 Stat.
Pul%’lic Law 85-241, 85th Cong., H.R. 8240, approved August 30, 1957, 71 Stat.

531.
Pu%lic Law 85-658, 85th Cong., H.R. 13015, approved August 20, 1958, 72 Stat.
636.
Public Law 86-3, 86th Cong., S. 50, approved March 18, 1959, 73 Stat. 4.
Public Law 86-73, 86th Cong., H.R. 2256, approved June 30, 1959, 73 Stat. 156.
Public Law 86-119, 86th Cong., S.J. Res. 124, approved July 31, 1959, 73 Stat.

266.

Publsic Law 86-275, 86th Cong., H.R. 8575, approved September 16, 1959, 73 Stat.
558.

Public Law 86-626, 86th Cong., H.R. 11776, approved July 12, 1960, 74 Stat. 425.
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P%bléc Law 87-141, 87th Cong., H.R. 7445, approved August 17, 1961, 75 Stat.

42,
P%%lic Law 87-719, 87th Cong., S. 3580, approved September 28, 1962, 76 Stat.
Pu7bli(': Law 87-741, 87th Cong., H.R. 12711, approved October 3, 1962, 76 Stat.
16.
P\};l;léc Law 87-779, 87th Cong., H.R. 13044, approved October 9, 1962, 76 Stat.
Executive Order No. 11063, approved November 20, 1962.
Public Law 88-25, 88th Cong., H.R. 5517, approved May 17, 1963, 77 Stat. 20.
Public Law 88-507, 88th Cong., H.R. 11296, approved August 30, 1964, 78 Stat.
64

0.
Pui)]ic Law 89-117, 89th Cong., H.R. 7984, approved August 10, 1965, 79 Stat.

51.
Pubzlic Law 89-128, 89th Cong., H.R. 7997, approved August 16, 1965, 79 Stat.

520.
Publ7ic Law 89-174, 89th Cong., H.R. 6927, approved September 9, 1965, 79 Stat.
667.
Executive Order No. 11246, approved September 24, 1965.
Public Law 89-309, 89th Cong., H.R. 11588, approved October 31, 1965, 79 Stat.
1133.
FHA INSURANCE AUTHORIZATIONS

Active FHA Insurance Authorizations Under the National Housing Act as of
December 31, 1965.

Inactive FHA Insurance Authorizations Under the National Housing Act as of
December 31, 1965.

ApPROPRIATION AcTs Proviping Funps ror OPERATIONS OF FHA PRrROGRAMS,
FiscaL YEagrs 1955 THROUGH 1966
Fiscal year 1955:
Independent Offices Appropriation Act, Public Law 83-428.
Supplemental Appropriation Act, Public Law 83-663.
Urgent Deficiency Appropriation Act, Public Law 84-3.
Fiscal year 1956:
Independent Offices Appropriation Act, Public Law 84-112.
Second Supplemental Appropriation Act, Public Law 84-533.
Fiscal year 1957: Independent Offices Appropriation Act, Public Law 84-623.
Fiscal year 1958:
Independent Offices Appropriation Act, Public Law 85-69.
Second Supplemental Appropriation Act, Public Law 85-352.
Federal Employees’ Salary Increase Act, Public Law 85-472.
Fiscal year 1959:
Independent Offices Appropriation Act, Publie Law 85-844.
Supplemental Appropriation Act, Public Law 85-766.
Second Supplemental Appropriation Act, Public Law 86-30.
Fiscal year 1960: Independent Offices Appropriation Act, Public Law 86-255.
Fiscal year 1961:
Independent Offices Appropriation Act, Public Law 86-626.
Third Supplemental Appropriation Act, Public Law 87-14.
Fiscal year 1962:
Independent Offices Appropriation Act, Public Law 87-141.
Supplemental Appropriation Act, Public Law 87-332.
Fiscal year 1963:
Independent Offices Appropriation Act, Public Law 87-741.
Supplemental Appropriation Act, Public Law 88-25.
Fiscal year 1964: Independent Offices Appropriation Act, Public Law 88-215.
Fiscal year 1965:
Independent Offices Appropriation Act, Public Law 88-507.
Second Supplemental Appropriation Act, Public Law 89-16.
Fiscal year 1966:
Independent Offices Appropriation Act, Public Law 89-128.
Supplemental Appropriation Act, Public Law 89-309.
Second Supplemental Appropriation Act, Public Law 89-426.
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PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

(a) Effects on personal incomes of persons served or inwvolved and on
the distribution of personal income.—Ordinarily the insurance of a
mortgage does not have a direct or measurable effect on the incomes
of the persons served, or on the distribution of personal income,
The decision of a mortgagor to buy or build a residential building for
his own occupancy would usually have some effect on his income
distribution pattern because of the need to maintain debt service
payments. And in some situations, the location of housing in relation
to places of work and other factors may have some influence on the
income of its occupants. However, these are hypothetical concepts
that are seldom measured and are often unmeasurable.

(b) Effects on the placement or productivity of workers, or both, and
on their earnings.—It has often been observed that the lack of adequate
housing has an adverse effect on the productivity of workers who are
obliged to reside in such structures. However, we are not familar
with any studies that have sought to quantify the productivity gain
that may be imputed to improved shelter. We have been advised
that a study of this topic is underway at the University of California
at Los Angeles, using data from underdeveloped nations.

(c) Effects on business or industrial organization and management.—
Numerous housing experts contend that current and recent levels of
home construction, about 1.5 million units annually, could not have
been achieved without the ‘“social invention” represented by the
FHA program of home mortgage insurance. Prior to enactment of
the National Housing Act, the home mortgage system in the United
States was, indeed, a shaky institution. It was characterized by
nonamortizing first mortgages of limited durations, requiring pay-
ment in full at the end of the mortgage term. These first mortgages
usually had limited coverage, ordinardly no more than 50 or 60 per-
cent. In order to meet the remaining high equity requirements, the
home purchaser resorted to second and third mortgage borrowings,
which, although amortizing, were of very short duration and bore
high interest rates.

The vulnerability of this system was exposed by the depression of
the 1930’s, when homeowners found themselves unable to make
lump-sum payments on first mortgages, which banks, in turn, found
themselves unable to renew.

The ‘“‘social invention” of the FHA mortgage insurance program
supplied a sound basis for financing of home purchases. Essentially,
it provided for (1) a single mortgage that covered a very substantial
portion of the value of the home, thus precluding the need for second
mortgages, (2) fixed monthly payments throughout the life of the
mortgage which covered both principal and interest and which were
established at levels sufficient to amortize indebtedness completely
at the end of the payment period, (3) an interest rate low enough to
provide convenient financ ng terms for purchasers and sufficiently
high in yield to attract private investment, and (4) a program of
insurance, with premiums paid by the borrower, which gave protection
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to the lender against possible loss in the event of foreclosures. The
same general advantages applied, as well, to the FHA mortgage
insurance programs for rental housing,

The mortgage insurance protection feature attracted private invest-
ment, and the long-term, low-interest, fixed monthly payment features
of the mortgages greatly broadened the market for new housing by
reducing monthly carrying costs to levels that could be afforded by
many more households. The FHA-type of financing supplied a
“yardstick” for private industry, and the same general lending
pattern came to be used commonly by private lenders in their non-
FHA-insured lending activities. In fact, it is interesting to note that
several years ago, a system of private mortgage insurance was estab-
lished to serve certain savings and loan associations.

During World War II, under a program to provide privately built
housing for immigrant warworkers and after World War II, when
FHA (as well as VA) bent every effort to provide housing for families
of returning war veterans, the FHA programs supplied the basis for
development of great efficiencies in “‘project’” construction. These
large-scale projects, sometimes involving thousands of homes, pro-
vided opportunities for introducing rationalization of production and
for achieving large-scale economies of mass materials purchases.
Under this stimulus, such techniques as precutting, and prefabrication
of such components as roof trusses and rafters and module wall
sections became commonplace. Standard floor plans allowed pre-
fabrication of sheet metal ductwork, and some developers bench-
assembled plumbing ‘“‘trees,” allowing rapid hookup with plumbing
fixtures. Millwork items were standardized, and long production
Tuns on windows and doors allowed great economies to be achieved.
Large-scale mass production also supported development of mobile
equipment for earthmoving and materials handling and lightweight
power hand tools.

Industry responded with development of new products that helped
lower material and labor costs. These included widespread use of
dry wall construction for interior walls, packaged chimneys, new
materials for siding, and roofing, etc.

Large-scale project construction also involved adherence to FHA
standards for land development and planning. These concerned
such items as provision for safe traffic flow, proper densities, provision
of appropriate public utilities, etc. These standards, as well, became
yardsticks for the entire industry. The development of a building
industry capable of producing 1.5 million units a year has, in turn,
stimulated the development of firms engaged in production of building
materials, appliances and home furnishings. New firms have been
formed and existing ones enlarged in response to market demands.

(d) Effects on the stability, level, volume, or other aspects of employ-
ment, wages, costs, production, sales, prices, or other phases of economic
activity.—The availability of home loan credit at long maturities and
with small initial equities because of FHA mortgage insurance, has
undoubtedly broadened the base of effective demand for housing. On
several occasions, the Federal Government has sought to stimulate
residential construction as a countercyclical aid by liberalizing the
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terms of FHA loans and by increasing the availability of secondary
market support for such loans. Both executive actions and legislation
have been used to achieve such ends.

The National Bureau of Economic Research has made studies of
Federal credit programs, and has drawn some conclusions about the
effect of Federal mortgage underwriting on the level, volume, costs
and prices of housing. However, the U.S. Government has not, to
our knowledge, accepted and adopted all of these conclusions as
official positions.

(e) Any benefits (not included above).—Various FHA programs are
designed to provide housing or housing finance for special groups of
the population. More specifically, section 221 relates to displacees
and families of low and moderate income; section 222 to military
servicemen, as does title VIII; section 231 to elderly persons; and
section 232 to nursing homes. In the 1965 legislation, three new
special programs were added: (1) rent supplements were authorized
for low-income families who will live in rental units constructed or
rehabilitated under section 221(d)(3) and financed at market interest
rates; (2) veterans who have not used their VA loan guarantee entitle-
ment or who are not eligible under VA statutes, may obtain loans
insured by FHA on somewhat more favorable terms than non-
veterans; (3) land development loans up to $10 million were authorized
to be insured by FHA to foster a more orderly pattern of urban growth.

(f) Pertinent geographic differentials.—All FHA programs are opera-
tive nationwide without local or regional differentiation. However,
when a surplus supply of housing develops in a particular local housing
market area, a temporary curtailment in new FHA commitment
activity may have to be made until the surplus is absorbed. Fees,
charges and interest rates are uniform nationwide. The private
capital markets generally reflect geographical differences in availa-
bi]Ii)ty of funds for investment in mortgages in the secondary markets.
As a rule, market prices vary so that yields are somewhat lower in
the eastern metropolitan centers, and %jgher in the Southwest and
West, as well as in small towns. A table follows showing cumulative
State-by-State participation in FHA programs.
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TaBLE 2.—Volume of FHA-insured mortgages and loans by State of location of
property, 1934-64

[Dollar amounts in thousands}

Home mortgages ! Project mortgages ? Propertylimprovement
oans
State Total
amount
Number Amount Units Amount Number Net
proceeds
Total d. ... $96, 483,518 | 7,305, 066 |$68, 208,960 | 1,122, 428 ($11,760, 627 | 27,324,012 | $16, 508, 615
Alabama_....... 1, 349, 068 105,367 | 1,037,633 14,716 116, 571 382, 767 194, 864
Alagka.___ 208, 705 7,590 152, 780 3,973 48,003 5,438 7,821
Arizona. . 1,708, 746 135,480 | 1,328,598 19, 505 205, 350 260, 271 174,798
Arkansas. 24, 029 67, 554, 24! 4,958 59, 167 195, 474 110, 620
California. . 13,216,568 | 1,112,714 | 10, 842, 759 105,207 | 1,227,761 § 2,419,571 1,146, 048
Colorado...- 1,153, 324 90, 025 900, 814 7,541 82,249 272,944 170, 261
Connecticut.. 1,247,721 90, 801 961,170 15, 458 169, 999 206, 585 116, 551
Delaware._ ... 359, 757 26,162 288, 058 6,184 64, 042 15,795 7,658
District of

Columbia....._ 438, 390 9, 095 80, 962 29, 521 263, 562 146, 260 93, 866
i 302,412 | 2,993, 805 37,847 465, 737 733,701 510, 379
144,718 | 1,400,108 28, 594 244,137 355, 561 197,283
. , 042 10, 338 139,942 4,139 3,178
39, 351 359, 502 1,812 21, 551 164, 460 116, 184
233,556 | 1,999,005 39, 208 434,737 | 1,651,057 1,036, 444
207,729 1,752,429 11,422 99, 95! 915, 745 596, 227
69, 307 630, 112 2,876 27,992 392, 087 233, 985
112, 084 942, 7563 10,138 113, 261 313, 035 182,164
66, 706 592,473 10, 752 108, 902 376, 068 200, 414
125,633 | 1,240,120 13, 658 133,775 177,140
29, 747 244, 038 4,307 48, 826 112, 452 61,967
115,690 | 1,113,630 47,898 350, 563 581,295 317,031
85,053 928, 117 14, 817 207,925 768 415, 059
450,980 | 4,038,042 27,730 318,175 | 2,294,786 1,343,011
) 33 944, 690 9,948 98,209 724, 428,295
59, 869 530, 761 5,374 55, 351 178,703 94,268
172,280 | 1,559,212 21, 459 263, 711 804, 440 429, 667
28,312 , 320 , 665 37, 83, 554 64, 124
69, 306 640, 598 6, 601 82,058 170,619 107,100
- 31,921 401,279 5, 691 71,629 34, 509 26,873
New Hampshire. 184,298 13,973 127,030 1,344 18, 631 68, 381 38, 636
New Jersey-_....| 3,702,979 260,648 | 2,281,463 84,146 844, 687 816,735 576, 829
New Mexico. . ... 656, 138 52,440 527,200 5,914 69, 745 74,453 59,194
New York....... 8, 505, 628 370,235 | 3,637,319 223,156 | 2,589,803 | 2,920,414 2,278, 508
North Carolina..| 1,170,084 87,421 759, 597 24, 627 206, 616 334,189 203, 871
North Dakota-... 189,217 8, 387 82, 030 4, 002 63,471 62, 342 43,717
-} 4,657,040 343,517 | 3,375,505 34,640 310,336 | 1,726,684 971,199
1,734,991 165,757 | 1,402,662 8,303 04, 662 , 263 237, 667
1,191,323 101, 587 898, 618 9, 659 106, 809 307,681 185, 896
3,771,841 330,714 | 2,701,273 33,903 339,161 | 1,326,725 731, 406
, 071 27,763 269, 7568 1,719 20,234 , 250 43, 086
South Carolina... 738,311 67,107 561, 064 11, 626 111,101 124,838 66, 056
South Dakota..-- 278,705 24, 050 204, 695 2,483 29,792 63, 881 44,218
149,458 | 1,318,798 14,767 112, 801 578,018 291, 990
480,402 | 4,232,193 49, 673 457,977 | 1,721,174 1, 049, 654
65, 117 627,102 , 682 33, 515 , 323 154, §72
9, 985 78,288 193 2,0 28,140 15, 563
167,336 | 1,665,866 51,166 385, 948 387,996 218,103
‘Washington...... 3,234,062 284,249 | 2,599,212 16, 602 177,909 710, 554 456, 941
West Virginia.._.. 408, 230 36, 542 304, 082 800 5,383 152, 662 98, 765
Wisconsin........ 830, 921 61,408 589, 555 7,111 69,113 313,267 172,253
Wyoming. ... 230, 325 22,391 207, 062 711 6, 626 23, 631 16, 637
Canal Zone_ .. 8,689 |occmccaafemrmmaeaaan 530 8,689 |ocooo o ecceam o
VAN o e e e e 30, 489 370 5,190 1,270 24,801 449 499
Puerto Rico...... 874,770 71,012 676,497 10, 972 107,178 67,783 91, 087
Virgin Islands.... 6,463 286 4,083 129 2,300 97 100

1 For volume by sections, see Housing and Home Finance A.gency, 18th Annual Report, table II1-12.

2 For volume by sections see ibid., table III-13.

3 Based on cases tabulated through 1964, including see. 225 open end advances, sec. 603 manufactured
housing loans, and adjustments not distributed by States.

(9) The measurable contribution of the program to either the magnitude
or the rate of growth of the gross national product, if such a contribution
can be identified—By making certain assumptions, it might be
possible to arrive at some estimates of the contribution that FHA
activity makes to the gross national product. No formal and detailed
study of this nature has yet been undertaken. The estimates which
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are supplied below, therefore, are only the roughest of approximations,
tentative in nature, and subject to substantial modification upon
more detailed and precise study.

Some of the assumptions which could be made are:

1. The extremely liberal financing provisions under FHA home
mortgages, as compared to other vehicles for home financing,
suggest that the great bulk of new homes for purchase under
FHA programs might not otherwise have been produced.

2, The insurance of mortgages for existing homes, which con-
stitutes the bulk of FHA home mortgage insurance activity, frees
mortgage funds for support of a certain amount of new conven-
tionally financed construction that might not otherwise have
been built. For purposes of these calculations, it is believed
that a 30 percent indirect impact represents a reasonable and
conservative estimate.

3. The extremely liberal financing provisions of FHA for
multifamily rental housing, together with the recognition that
the special purpose rental programs of FHA account for a very
large part of the agency’s rental housing insurance activity,
suggest that rental development under FHA programs would
not have occurred, otherwise.

In calendar year 1965, FHA issued mortgage insurance commit-
ments, as follows:

Home mortgages: $3.1 billion for new construction and $11
billion for existing housing.

Rental mortgages: $649 million for new construction and $57.4
million for existing projects.

Property improvement: $634 million.

On the basis of the foregoing, it is estimated that directly and in-
directly, FHA mortgage insurance commitments in 1965 supported
new construction borrowings in the amount of $6.4 million for homes
and $666 million for rental housing, or a total of about $7 billion. On
the basis that mortgages do not cover the entire value of the property
but the value includes raw land purchases which do not augment the
national product, the estimated value of construction supported by
the programs would amount to about $6.9 billion. Values yielded by
property improvements under FHA programs would bring this total
to about $7.5 billion, about 1.1 percent of the 1965 GNP.

Employment and payrolls directly and indirectly supported by
FHA programs are estimated as follows:

Home mortgages, covering an estimated $6.2 billion of new con-
struction:

On-site employment: Based on Department of Labor estimates
of 68 man-hours per $1,000 of contract amount; 1,800 hours
employment per year; and average hourly rate of $3.68. Man-
years employment, 234,000; annual payroll, $1.6 billion.

Off-site employment: Based on Department of Labor estimates
of 126 man-hours per $1,000 of contract amount; 2,000 hours
employment per year; and average hourly rate of $2.60. Man-
years employment, 391,000; annual payroll, $2.0 billion.

Rental housing mortgages, covering an estimated $645 million of
new construction:

On-site employment: Based upon Depsartment of Labor esti-
mates of 76 man-hours per $1,000 of contract amount; 1,800
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hours employment per year; and average hourly rate of $3.68.
Man-years employment, 27,200 ; annual payroll, $181 million.

Off-site employment: Based upon Department of Labor esti-
mates of 122 man-hours per $1,000 of contract amount; 2,000
hours of employment per year; and average hourly rate of $2.60,
Man-years employment, 39,400; annual payroll, $205 million.

Property improvement, covering about $634 million:

On-site employment: Based upon Department of Labor esti-
mates of 121 man-hours per $1,000 of contract amount; 1,800
hours employment per year; and average hourly rate of $3.68.
Man-years employment, 42,500 ; annual payroll, $282 million.

Off-site employment: Based upon Department of Labor esti-
mates of 85 man-hours per $1,000 of contract amount; 2,000
bours of employment per year, and an average hourly rate of
$2.60. Man-years employment, 26,900; annual payroll, $140
million.

Roughly estimated, therefore, FHA mortgage insurance commit-
ment activity in 1965 would support 761,000 man-years of employ-
ment and an estimated $4.4 billion in payrolls.

10. Economic classification of program expenditures. (See Table 3.)

Program: FHA insurance operations.
Department or agency, and office or bureau: Department of Housing and Urban
Development; Federal Housing Administration.

TaBLE 3.—FEconomic classification of program expenditures for fiscal year 1965

[In millions of dollars]
Federal Government:

Wages and salaries_ _ __ __ e _ 84. 1
Mutual mortgage insurance payments_.__ .. ____________.__.___ 8. 0
Other___ e 767. 2

Total Federal expenditures '_ __________________________.___. 859. 3

i Represents gross expenditures.

NotE.—In fiscal 1965 gross expenditures of the Federal Housing Administration were $859,300,000. These-
were reduced by $974,700,000 total receipts, leaving a negative net expenditure of $115,400,000. In the na-
tional income accounts the FHA is classified as a Government enterprise and treated as such.

Public Housing Administration

PART I. DESCRIPTION OF THE PROGRAM

1. Objectives
The objectives of the Public Housing Administration are sketched
broadly in the preamble to the U.S. Housing Act of 1937, as amended:

To provide financial assistance to the States and political subdivisions thereof
for the elimination of unsafe and insanitary housing conditions, for the eradication
of slums, for the provision of decent, safe, and sanitary dwellings for families of
low income, and for the reduction of unemployment and the stimulation of busi-
ness activity * * ¥

And developed further in the declaration of policy as introduced by
section 1 of the same act:

It is hereby declared to be the policy of the United States to promote the general
weclfare of the Nation by employing its funds and credit, as provided in this act, to
assist the several States and their political subdivisions to alleviate present and
recurring unemployment and to remedy the unsafe and insanitary housing condi-
tians and the acute shortage of decent, safe, and sanitary dwellings for families of
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low income, in urban and rural nonfarm areas, that are injurious to the health,
safety, and morals of the citizens of the Nation. In the development of low-rent
housing it shall be the policy of the United States to make adequate provision for
larger families and for families consisting of elderly persons * * *

“The role of public housing,” as pointed out by President John F.
Kennedy, “* * *is basically pragmatic: it is designed to strengthen
our human resources—in the light of our own constructive self-
interest.” Public housing, then, to use a phrase from the title of the
Joint Economic Committee’s inquiry, is indeed a ‘“human resources
program.”

“The basic philosophy of the housing program is that the end result
must be better living * * * better neighborhoods and * * * better
housing * * * it all adds up to a better city,” according to HHFA
Administrator Robert C. Weaver.

“Public housing is a cornerstone in the national public welfare pro-
gram * * * pledging creation of economic and social opportunities for
the less fortunate * * *” (PHA Commissioner Marie C. McGuire).

2. Operation

The Public Housing Administration provides financial assistance
to local housing authorities in order to help maintain the low-rent
character of the locally owned federally aided dwellings. These are
planned by the local agencies, constructed by private contractors
under contracts let by the local agencies, and managed by the local
agencies. Technical assistance is provided the local authorities by
PHA, and supervision of local authority activity occurs to the extent
directed by the Congress for the purpose of assuring that the projects
achieve the purposes of the U.S. Housing Act. The following brief
explanation of how the federally aided public housing program op-
erates is—unless otherwise noted—an explanation of the rental (as
distinguished from the “mutual help”) program. Federally aided
public housing has been most often provided through new construction
(as distinguished from the purchase or leasing of existing properties)
and unless otherwise noted, the following discussion will be in terms
of new construction.

Based upon a showing of existing local need, the local housing
authority makes application to the Public Housing Administration
for a program reservation and preliminary loan for a given number of
public housing units. This application must be approved by the local
governing body, and is followed by the execution of an agreement of
cooperation between the local housing authority and the local govern-
ing body. In this agreement the local government agrees to furnish
the usual municipal services to the project. In turn, the local housing
authority agrees to make a payment in lieu of taxes. The payment in
lieu of taxes generally amounts to 10 percent of shelter rents, which
payment is usually in excess of the tax revenue from the site prior
to construction of the project. Upon independent verification of the
existence of need, the Public Housing Administration will issue a pro-
gram reservation for the requested units. This takes the form of a
statement to the local housing authority that upon completion of
certain prerequisites the Public Housing Administration is prepared
to assist with the development of the dwellings.

Planning the project.—A preliminary loan contract is usually the
first contract executed between the Public Housing Administration
and the local housing authority. It provides funds with which the
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local authority may proceed with preliminary planning of its project,
including site selection and market surveys. If an authority wishes,
it can, pursuant to procedures set forth in the Housing and Urban
Development Act of 1965, plan to acquire existing housing either for
use as 1s or after rehabilitation.

As planning advances, a development program is produced by the
local authority. 'This program is a detailed account of the authority’s
plans and schedule for the development of the dwellings and is a
prerequisite to the annual contributions contract.

Construction.-—After the Public Housing Administration executes
an annual contributions contract with the local housing authority, a
construction contract is awarded to the lowest responsible bidder,
subject to approval by the Public Housing Administration. The
local authority then issues orders to proceed to the contractor and
construction is started.

Management—When the project is completed, the local housing
authority, having established income limits and rents, will accept
tenants and the management phase of the program will begin. Except
in the case of the elderly (including the disabled and the handicapped)
and those displaced by governmental action, there must be a gap of
at least 20 percent between the upper rental limits for admission and
the lowest rents at which private enterprise unaided by subsidy is
?roviding a substantial supply of standard bousing. Rents are set

or each family in relation to its income. From the rents collected,
the local authority pays all operating expenses, including a payment
in leu of taxes to the local taxing body.

Consistent with the principle of local autonomy, maximum income
limits and rents are set by the local housing authority and are not
disapproved by the Public Housing Administration unless they
threaten the financial solvency or the low-rent character of the project.
Similarly, the adoption of reasonable regulations establishing admis-
sion policies, including preferences, is a function of the local housing
authority.

Financing and Federal annual contributions.—Local housing author-
ity obligations are not a debt or liability of the State or of the munici-
pality which they serve. The financing plan, therefore, relies upon
the use of Federal funds and credit. The Public Housing Administra-
tion is authorized to lend the local housing authority up to 90 percent
of the total development cost of its project. Planning funds as
discussed under ‘‘Planning the Project,” are provided by direct
Public Housing Administration advances to the local housing author-
ity. As construction proceeds, it becomes financially advantageous
for a housing authority to market its short term notes (called tem-
porary notes) to private investors. The security for these notes is a
commitment by the Public Housing Administration to advance the
amount needed to cover the principal and interest on the notes when
they mature.

When the project approaches completion, the local housing author-
ity, with the cooperation of the Public Housing Administration, will
sell its long-term housing bonds on the private market. From the
proceeds of the sale of these bonds the local housing authority retires
all its temporary notes and repays all Federal loans, plus interest.

65-735~—67—vol. 3—9
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These bonds are secured by a pledge of the annual contributions
unconditionally payable in an amount sufficient to retire the capital
cost of the housing within 40 years. The faith of the United States
is pledged to the payment of the annual contributions. Where the
rental income exceeds the amounts needed for operating expenses
and payments in lieu of taxes, such excess is used to reduce the amount
of the Federal annual contribution.

Certain additional contributions may be made in respect to low-
rent dwellings in which extremely low income elderly persons and
families live and to those low-rent dwellings occupied {y low-income
families and individuals displaced by urban renewal or public housing
projects after January 26, 1964.

Leased housing.—The Public Housing Administration provides
financial assistance to local authorities for the housing of low income
families in leased accommodations under sections 10(c) and 23 of
the U.S. Housing Act of 1937. The maximum annual contribution
with respect to leased housing is the fixed annual contribution which
would be established for a newly constructed project in the com-
munity designed to accommodate the comparable number, sizes,
and kinds of families. The leased accommodations must provide
decent, safe, and sanitary dwelling accommodations, must satisfy
minimum standards established by the PHA and be in full compliance
with local code requirements. Iyt,; is anticipated that in some cases
the owners of properties which do not meet the minimum standard
will be willing to make necessary repairs in order to secure the ad-
vantage of a lease with a local authority. Such an approach would
ﬁdddto the supply of decent housing and would upgrade neighbor-

oods.

The neighborhood in which the housing is located must be primarily
residential and free of any characteristics seriously detrimental to
family life and one in which substandard dwellings do not predominate;
or the neighborhood may be the subject of a concerted program,
actively underway, which is designed to bring it up to this standard
with the leasing by the local authority as an element of this program.

Under the section 23 program, which is expected to be the one
most often used, the local governing body must approve use of the
program in the locality. This program is exempt from some of the
requirements applicabia to the conventional program; among these
are the requirements for tax exemption, a cooperation agreement
with the local governing body, and the 20 percent gap between the
upper rental limits for admission and the lowest rents at which private
enterprise unaided by subsidy is providing a substantial supply of
standard housing. Generally, the local authority may not lease
more than 10 percent of the units in a structure, and its leases may be
for a term of 1 to 3 years (renewable).

Acquisition, or acquisition and rehabilitation, of existing housing.—
The use of existing housing is not a new field in this country or in the
low-rent housing program. However, the will of the Congress, indi-
cated in connection with the Housing and Urban Development Act
of 1965, is that local authorities will strive to provide about 60,000
units in the next 4 years by this method.

In this program, the PHA has established minimum standards for
the structures and the neighborhoods, and financial assistance will be
provided where the structure and neighborhood meet these standards
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or where there is assurance that they will be brought up to the stand-
ards. It is hoped that this program will (1) conserve and improve
residential neighborhoods, (2) serve as the focus or as an integral part
of the improvement and rehabilitation of neighborhoods in combina-
tion with the assistance provided in the Housing and Urban Devel-
opment Act of 1965 for code enforcement, demolition of substandard
housing, construction of neighborhood centers, open spaces in built-up
areas and urban beautification, and (3) be utilized to maintain or
enhance the heterogeneous social or economic characteristics of a
neighborhood. Buildings of various types, ranging from apartment
hotels and multifamily projects to row houses and free-standing
single dwellings, may be appropriate to an acquisition and rehabili-
tation program. In determining the suitability of building types,
careful consideration is to be given to the specific livability require-
ments of families in need of housing in the community who will occupy
the buildings. In many situations the use of existing housing can
produce low-rent housing more speedily than new construction,
which may be especially important 1 meeting velocation needs; pro-
vide housing at a lower capital cost; provide housing for large families;
provide housing on scattered sites; and be an integral part of rehabili-
tation in urban renewal areas.

Where rehabilitation of the structure is required to bring it up to
the established standard, such rehabilitation may be accomplished
before or after acquisition of the property by t}Ze local authority.
Under a new method in this field, properties which have been selected
or approved by the local authority are acquired and rehabilitated
by qualified homebuilders or rehabilitators, and are then sold to the
loca(i authority. This method has the advantage of eliminating most
of the problems and delays involved in direct local authority re%mbili-
tation work and reducing the administrative burden on the local
authority and the PHA. Such a program will also effectively mobilize
and utilize the skills and resources of real estate brokers and agents,
homebuilders, rehabilitators and lending institutions who do not
ordinarily participate in new low-rent housing construction.

Mutual help housing.—A unique variation of the “low-rent” type
of federally aided public housing was developed in 1962 to meet special
conditions encountered on Indian reservations. In this program,
the occupant of the PHA-aided housing is not a tenant, but a par-
ticipant, who acquires an equity in his home by contributing labor
and in some cases land and/or material. The participant makes
regular monthly payments to cover the costs of insurance and adminis-
tration, and in addition he makes payments toward equity in accord-
ance with his income. The PHA pays annual contributions at the
highest authorized rate, and when the total amount of such annual
contributions and equity payments are sufficient to repay the funds
borrowed by the tribal housing authority in the development of the
housing, title to the property passes to the participant. Where the
participant’s contribution amounts to 20 percent of the development
cost of the housing, he may achieve ownership in about 17 years.

3. History

A brief history of the program would take note of the fact that its
present basic approach was established in the United States Housing
Act of 1937. The process of establishment took note of predecessor
activities in the Housing Division of the Public Works Administration,
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The act established the U.S. Housing Authority. Activities of the
Federal Security Agency (subsistence homesteads and green towns)
were also transferred to it.

The low-rent public housing program was barely underway when
World War 1T leg to the necessity of providing first “defense housing”
and later “war housing.” For this purpose, low-rent housing was
temporarily diverted to the needs of defense industry employees.
New programs of ‘“war housing” (especially Lanham Act housing
under Public Law 849) were undertaken by the U.S. Housing Au-
thority reconstituted as the Federal Public Housing Authority in
1942.  Other war housing projects were transferred from other Federal
agencies, such as the Federal Works Administration, the Defense Homes
Corporation, the U.S. Maritime Commission, the Navy Department,
the Mutual Homes Ownership Agency, the Public Buildings Adminis-
tration, the Tennessee Valley Authority, the War Department, and
the War Foods Administration, when the FPHA was created. Ib
the war emergency local housing authorities were utilized to construct
and manage public housing for war effort related purposes. For
many local authorities this constituted their first public housing
experience; for all local authorities it provided valuable experience
that could be drawn upon in meeting postwar needs and emergencies.

The end of World War II brought the problems of conversion of

ermanent housing to low-rent occupancy, and disposal of emergency
gousing and permanent housing not desired for low-rent use by the
localities. Tge construction of temporary housing for veterans took
place in the immediate postwar period. In 1949 the low-rent public
housing needs of the Nation were recognized by the Congress in the
passage of the United States Housing Act of 1949, which authorized
a new program of 810,000 federally aided low-rent units. However,
the outbreak of hostilities in Korea in 1950 again led to imposition of
severe restrictions on the low-rent program.

A series of amendments to the United States Housing Act of 1937,
and of program limitations by Presidential directive and appropria-
tion act limitations, followed from 1950 through 1964. Their impact
ranged from the limitation upon and the outright prohibition of new
programing in 1 year to permission to proceed with 100,000 units
(over a 3-year period) in the Housing Act of 1961. The Housing Act
of 1964 authorized 37,000 units, and the Housing and Urban Develop-
ment Act of 1965 authorized 240,000 units of low-rent housing over
a 4-year period. Ability to utilize new methods of providing such
housing through leasing and acquisition with or without rehabilitation
of existing structures was enhanced through that legislation.

In recent years efforts have been made to serve overlooked segments
of our population. Chief among these new approaches have been
those serving the elderly, for providing housing for the American
Indians on their reservations, the needs of individuals displaced by
public actions, and the needs of the disabled and handicapped.

4. Level of operations. (See table 1.)

Program: Public Housing Administration.
Department or agency, and office or bureau: Department of Housing and Urban
Development.
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TaBLE 1.— Level of operations or performance, fiscal years 196467 and 1969

Fiseal year
Measure
1964 1985 1066 esti- | 1967 estl- | 1969 esti-
mate mate mate !
(a) Magnitude of the program (in housing
units): Total (under annual contri-
butions contract or further) ......... 710,278 725, 551 7686, 551 826, 551 984, 000
Designed for general family occu-
pancy (other than Indian)...___ 628, 246 632,647 646, 551 681, 551 775,000
Designed for occupancy by elderly
(other than Indian)...._......._. 79, 287 89, 990 116, 000 140, 000 200, 000
Indian program.._____ 2,763 2,914 4,000 5,000 9,000
New construetion..___._______ 705, 276 719, 551 754, 551 803, 551 879,000
Acquisition and rehabilitatio: 5,000 6,000 9,000 13, 000 85, 000
Leasing. .- 3,000 10, 000 40, 000
(b) Applicants or participants:
Local housing authorities._...._._. 1,541 1,677 1,845 2,080 2,300

Tepant familfes (including 1-person

families), Total. ... . ooceoae- 550, 069 574, 439 614, 000 670, 000 800, 000

(ElMderly) . oo iomocaaan (142,418)|  (160,496)| (184,000)| (210,000)| (270,000)

(¢) Federal finances (thousands of dollars):

btlJnobligated appropriations avail-
able.._.____._.... .- - . o

Obligations incurred._._____________ 744, 540 699, 025 921,840 | 1,154,114 (O]

Allotments or commitments made:

(1) PHA annual contributions

commitment balance at

year end. ... 333,813 346, 027 375,369 418, 156 ®
(2) PHA undisbursed loan
commitment at year end.] 1,152,000 | 1,049,545 | 1,104,823 | 1,168,538 O]
(d) Matching or additional expenditures
for the program . ____.__________..._ ® (O] ® ® (O]
(¢) Number of PHA employees, average
for year. o eeeeao- 1,478 1,462 1,538 1,750 (O]
Administration.______ 1,389 1,388 1,467 1,673 O]
Project development
11125 X RN 89 73 71 77 Q)]
(/) Non-Federal personnel engaged in the
program - 24,000 25,000 27,000 28, 000 34,000

1 The Housing and Urban Development Act of 1965 provides program authorizations only for a 4-year
period ending in 1969.

3 Not available.

3 This is normally in the form of exemption from Jocal property taxes, less the payments in lieu of taxes,
which are generally at the rate of 10 percent of shelter rents.

5. Estimated magnitude of program in 1970. (See table 1 for estimate
for 1969.)

6. Prospective changes in program orientation

(a) The Public Housing Administration does not make legislative
proposals directly to the Congress.

() Administrative and organizational changes will be reflected in
the organization of the Department of Housing and Urban Develop-
ment, which will include the PHA.

(¢) This office does not project any significant changes in techno-
logical, economic, or social conditions that would work a market
change in the nature of the program. Any such changes will be
reflected by the agency adjusting its program.

7. Coordination and cooperation

Coordination and cooperation with other programs and agencies
have been both implicit and explicit in the nature of PHA operations,
as a glance at the abbreviated history presented in response to ques-
tion 3 would indicate. Our response to the question will be in terms
of present posture of the agency.
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(a) Within the Public Housing Administration there is both a
geographic (regional offices) and a functional (program planning,
housing development, housing management, and internal adminis-
tration) organization of our personnel. Coordination and cooperation
are required of all these organizational units for the purpose of allo-
cating the limited supply of new housing units, and for preparing one
organizational unit to undertake the sequence of operations that follow
when another organizational unit has completed its assignment.

(b) Within the Department of Housing and Urban Development,
both program and personnel data are furnished to the Office of the
Administrator for coordination of reports outside the agency, and
cooperation within the agency. Public Housing Administration per-
sonnel consult with staff (both in and out of Washington) of the Office
of the Administrator, the Federal Housing Administration, the Urban
Renewal Administration, and the Community Facilities Administra-
tion for program-planning purposes, exchanging information on sur-
veys and analyses, FHA defaults, and programing plans.

(¢) The Public Housing Administration actively cooperates with
the Bureau of the Budget, the Office of Economic Opportunity, the
Office of Emergency Planning, the Departments of Commerce, De-
fense, Health, I%ducation, and Welfare (particularly the Division of
Indian Health of the Public Health Service), Interior (particularly the
Bureau of Indian Affairs), Justice, and Labor, the General Accounting
Office, the Library of Congress, various congressional committees, and
various boards, committees, and commissions, in carrying out its
work. This cooperation takes the form of joint task forces, inter-
agency committee memberships, memorandums of understanding,
cooperation agreements, and information supplying and evaluation.

(d) State government coordination and cooperation are largely in-
direct, through the medium of local agencies operating under State
enablements and State regulation. All pertinent provisions of State
egislation are honored in administration of the federally aided low-
rent public housing program.

(e) Local governments and communities are directly involved in
PHA operations through their local housing agency, which usually
has the form of a local housing authority. The local housing author-
ity, or its equivalent, applies for, develops, and operates the federally
aided low-rent programs made possible by the U.S. Housing Act of
1937. The local government approves the application and agrees,
through a cooperation agreement, to provide certain forms of assist-
ance, either through contributions or acceptance of payments in lieu
of taxes.

(f) The Public Housing Administration has no ongoing relations
with either foreign governments or international organizations.

{9) Nonprofit organizations and institutions of many types, such
as the National Association of Real Estate Boards, National Asso-
ciation of Home Builders, National Association of Housing and
Redevelopment Officials, National Housing Conference, American
Institute of Architects, Boy Scouts of America, Boys’ Clubs of America,
American Red Cross, YMCA, YWCA, Goodwill Industries, National
Council on Aging, and various settlement houses, health and welfare
councils, and similar organizations, are in constant communication
with this agency concerning matters of mutual interest impinging
upon the well-being of low-income persons and families.
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8. Laws and regulations

The U.S. Housing Act of 1937, as amended, constitutes the basic
authorization for the federally aided public housing program. Ap-
propriation bills have (among other things) imposed varying limita-
tions on program activity in the several fiscal years since passage of
the U.S. Housing Act of 1949.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM
9. Economic effects

The economic effects of the public housing program administered by
this agency may be measured directly by the impact of the planning,
construction, and operating activity involved. There is an indirect
economic impact of low-rent public housing that is much more difficult
to measure, but that is much more significant. This is the economic
effect of providing good housing at rents within the financial resources
of low-income persons and families, and includes such elusive matters
as the economic value of improved physical health, mental health,
and social health.

Depending upon the quality of the local operation, and supporting
social services brought to bear by local agencies, the short- and long-
term effects upon the lives of public housing tenants and their neigh-
bors will vary. The inevitable tendency of these operations, however,
is toward the reduction of morbidity and death rates, increase in
school attendance rates, decrease in fire and police call rates, and the
heightening of the tenants’ awareness that their community is con-
cerned about their welfare—without regard to race, color, or economic
condition.

Based on a construction rate of 35,000, and a rehabilitation rate of
15,000 units a year, it is estimated that the Public Housing Adminis-
tration program will provide some 58,000 man-years of on- and off-site
employment, and a payroll of $340 million for the construction and/or
rehabilitation of dwellings, in 1 year.

10. Economic classification of program expenditures. (See table 2.)

Program: Public Housing Administration.
Department or agency, and office or bureau: Department of Housing and Urban
Development.

TaBLe 2.—Economic classification of program expendilures for fiscal year 1966

[In millions of doliars]
Federal Government:
Purchases of goods and services:

Wages and salaries_ . eaoooao 13. 6

Other. oo e oo e 40

Grants to State and local governments__ - o e _ao___- 206. 3
Loans to State and local governments_ __ - .. 11. 3
Interest on Treasury borrowings_ _ _ - - enem o oeeaea .2
Receipts and reimbursements in excess of other expenditures_._.._.. —5.2
Total Federal expenditures . _ e aaee 230. 1
Non-Federal expenditures financed by local housing authorities 2. ... 263. 8
Total expenditures for program.___ ..o 493. 9

1 Refers to net expenditures. Qross expenditures for the PHA were $790,100,000.
Estimated.
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APPALACHIAN REGIONAL COMMISSION

PART 1. DESCRIPTION OF THE PROGRAM
1. Objectives

The Appalachian program objective is to promote the economic
development of the Appalachian region comprising parts of 11 States:
Alabama, Georgia, Kentucky, Maryland, New York, North Carolina,
Ohio, Pennsylvania, South Carolina, Tennessee, and Virginia; and all
of West Virginia. Further, it is to assist the region in meeting its
special problems and to establish a framework for joint Federal and
State efforts toward providing the basic facilities essential to its
growth and attacking its common problems and meeting its common
needs on a coordinated and concerted regional basis. Funds are
available to invest in public facilities in areas with significant potential
for growth,

2. Operation

The program operates through a State-Federal agency, the Appala-
chian Regional Commission, composed of 12 Governors, one of whom
is State cochairman, and a Presidential appointee, the Federal Co-
chairman. All decisions require the concurrent vote of a majority
of the States and the Federal Cochairman; and no project can be im-
plemented which has not been recommended and submitted by a State.

The Commission operates from a Washington headquarters. With
the exception of small personal staffs for the Federal Cochairman and
States’ regional representative, the Commission staff is composed of
“State-Federal” employees (i.e., not Federal Government). There
are no field offices.

Project funding proposals are submitted to headquarters by the
States, analyzed by the Commission staff, and submitted to the Com-
mission for recommendation. Upon a favorable vote the projects may
be funded by the Federal agency to which funds have been appropriat-
ed. No Appalachian money may be spent by such an agency with-
out Commussion recommendation. Through its staff and consultants
the Commission conducts a program of research, intergovernmental
development programing, and technical assistance to the States.

3. History

The Appalachian program is the result of the work of the Conference
of Applachian Governors on interstate cooperation for economic
development dating from 1960. The President’s Appalachian
Regional Commission produced a report on the region’s situation in
1964, the Appalachian Regional Development Act was passed in
March 1965, and the Appalachian Regional Commission held its first
meeting in April. After a ‘“quick-start’’ operation to get projects,
particularly highways, underway during the summer construction
season the Commission is working with the States on a strategy for
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regional development and is continuing to recommend projects which
fit objectives of the act.

4. Level of operations. (See tables 1 and 2.)

Program: Appalachian Regional Development.
Department or agency, and office or bureau: Appalachian Regional Commission.

TasLE 1.—Level of operations or performance, fiscal year 1965-67

Fiscal year | Fiscal year | Fiscal year
1965 1066 1967

{a) Magnitude of program: Approved projects. . ... . ool e
(b) Applicants or participants: States. o .. eiieeaaan 11 12 12
{¢) Federal ffnances:
Appalachian Reglonal Commission, salaries and ex-
penses finances:

Unobligated appropriations avallable.._.......... 1 81,290,000 $1, 110, 000
Obligations incurred. ... _icceoneo oo $162, 000 $1, 128, 000 $1, 110, 000

Appropriations to Federal Departments for

Appalachian regional development:

‘Unobligated appropriations available 3__ - 1 $306,550,000 $200, 101, 000
Obllgations incurred .1 87,881,000 | $265,202,000 | $233,407, 000

(d) Non-Federal funds: States, local communities, etc. (com-

puted as 25 percent of $353,603,000 for fiscal year 1086 and

$311,209,000 for fiscal year 1967 total Federal-State-local) . [......._.... $88, 401, 000 $77, 802, 000

{¢) Federal Government employees: Federal Cochairman,
alternate, and stafl (MAN-YeArs). ... .occeueouaeoanaconan 1.3 10 10

() Non-Federal personnel employed in program: Commis-
sion staff (number of employees).. ... _ccioaaoaiaes 18 60 60

1 This is for fiscal 1965 and 1966.

3 Funds appropriated for Appalachian regional development to Federal departments and agencies by the
2d Supplemental Appropriation Act of 1965 (Public Law 80-16) to be spent on recommendation of the
Appalachian Regional Commission. These programs are also included in the Department programs.

TasLE 2.—Distribution of funds by department and program

[Dollar amounts in thousands}

Appalachian Fiscal year | Fiscal year
Regional 196566 1967 Federal department
Development Program NOA ap- NOA or agency
Act section pn}prlgted requested
unds

201 | Appalachian development highway $200, 000 $130, 000 | Commerce.

system.
202 | Demonstration health facilitles......---- 21, 000 2,500 | Health, Education,
and Welfare,
203 | Land stabilization, conservation and 7,000 4,375 | Agriculture.
erosion control.
204 | Timber development organization. ... 1, 000 500 Do.
205 | Mining area restoration:
Land reclamation. ... 16, 000 10, 556 | Interior;
Fish and wildlife restora! 1,350 1,350 Do.
206 | Water resource study..._... 1, 500 1,800 { Army (Corpsof
Engineers).
211 | Vocational education facilities. .- --....-- 8, 000 8,000 | Health, Equcation
and Welfare.
212 | Sewage treatment works. ... 3, 000 3, 000 Do.
214 | Supplements to Federal grants-in-aid. .. 45, 000 35,000 | Commerce;
302 { Grant for local development district and 2,500 3, 000 Do:

research.

NOA: New obligational authority.

5. Estimated magnitude of program in 1970
Approximately the same as the level estimated for fiscal year 1966.

8. Prospective changes in program orientation

(@) Pending legislative proposals.—None.

(b) Proposed administrative and organizational changes.—None.

(¢) Probable changes in conditions under which the program will
function in 1970.—The Appalachian economy will have benefited
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from the improvements in the region’s economic base made through
the Appalachian and other development programs. :

7. Coordination and cooperation - , _
(@) Within this office.—The size of the staff (60) makes coordination

relatively simple and the staff organization (see fig. 1) provides
for effective administration.

F-EDERAL STATE
COCHAIRMAN COCHAIRMAN
Stbes’ Regional
Federal Staff Representative

and Staff

Secretary

G |
enera ‘o the

Counsel
EXECUTIVE

Commission

[

DIRECTOR
Publie
Information Comptrolier

Deputy
Director

Planning Program Technical

P . Assistance

Division Division Division

Figure 1.—Appalachian Regional Commission.

(b) With other units of this agency.—There are no other units.

(¢) With Federal Government agencies.—One of the duties of the
Commission as directed by Congress is to coordinate with the Federal
Government on Appalachian development. To further this purpose
the Federal Cochairman of the Commission is Chairman of a Federal
Development Committee for Appalachia composed of representatives
of pertinent Federal agencies. The Committee meets periodically to
coordinate programs and discuss policy. In addition, the Federal
Cochairman and his staff are in frequent touch with Federal agencies.
concerning projects, programs and policies affecting the Appalachian
development program.

(d) With State governments.—The Governors of the 12 Appalachian
States belong to the Commission, and they or their representatives
attend the meetings and recommend projects and programs. The
States have appointed a State’s regional representative, who is the
functional equivalent of the Federal Cochairman and whose office is at
Commission headquarters. Members of the Commission staff are in
frequent contact with State representatives on technical matters.
concerning projects and programs.



HUMAN RESOURCES PROGRAMS 1085

() With local governments or communities.—All such contacts are
made either by the State representatives or by Commission staff with
the permission of the States. The staff will be giving an increasin
amount of technical assistance to local development distriets createg
by the States.

(f) With foreign governments or international organizations.—There
have been some informal discussions with representatives of foreign
development programs for informational purposes.

(g) With nonprofit organizations or institutions.—Universities and
nonprofit organizations are often the sources of information, research
and technical assistance, and the Commission is in frequent touch
with them both through the membership and the staff.

(h) With business enterprises.—The Commission draws on con-
sultants for some of its studies. It is also in contact with businesses
interested in the economic development program for their advice and
cooperation.

8. Laws and regulations

Public Law 894, Appalachian Regional Development Act of 1965,
March 9, 1965.

Appropriations authorizations: Public Law 88-635, October 7, 1964,
and Public Law 89-16, April 30, 1965.

Executive Order No. 11209, March 25, 1965.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects

The Applachian Regional Commission began operations in April
1965. Although public facility investments have been recommended
by the Commission no project has yet been completed. Therefore,
it is not yet possible to describe economic effects in any of the aspects
requested.

10. Economic classification of program expenditures. (See table 3.)

Program: Appalachian Regional Development.
Department or agency, and office or bureau: Appalachian Regional Commission.!

TaBLE 3.—Economic classification of program expenditures for fiscal year 1966

[In thousands of dollars]
Federal Government:
Purchases of goods and services:

Wages and salaries_ .- . . oo 16
Other. e e e 25
Total Federal expenditures._ - - - - e 41

1 This covers the expenditures of the Commission. Expenditures made by the other Departments are
included in their programs.
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INTRODUCTION

The entire atomic energy program, as with any program whose main
thrust is the development of technology through research and de-
velopment, has an impact on human resource development in a wide
variety of ways. However, the Joint Economic Committee’s pur-
pose in conducting the Human Resources study is best served by a
description of the comprehensive education program administered
by the Division of Nuclear Education and Training. This is a clearly
identifiable program of strengthening the Nation’s educational system,
primarily colleges and universities, in those specialized scientific and
engineering areas of Commission responsibility. Funds for this educa-
tional program are subject to annual authorization and appropriation
actions of Congress, based upon detailed submissions within the
President’s budget request. Descriptive matter concerning this
organized education activity is provided by the answers to your
specific questions as well as in the appendixes.

In adgition to the formal nuclear education and training program,
your committee’s knowledge of the Commission’s total involvement in
manpower activities would not be complete without & realization that
the participation of college and university faculty and students is an
mtegral part of all the AEC research and development activities.
This participation has the major purpose of accomplishing the Com-
mission’s research mission; it is not an educational activity which
lends itself directly to your inquiry or to appraisal by the specific ques-
tions you have asked. However, since it does contribute to the
Nation’s output of scientists and engineers, your attention is called to
a report, “Statement of the USAEC on the Impact on Scientific and
Technical Manpower of Federal Research and Development Policies,”
which we recently provided to the Subcommittee on Employment and
Manpower of the Senate Labor and Public Welfare Committee. An
idea of the scope of this involvement of faculty and students through-
out the AEC establishment is provided by the following summary.

1. During fiscal year 1965, the AEC administered more than
1,000 separate contracts with 174 educational institutions in 48
States at an approximate cost of $67 million. Nearly 3,900
graduate students helped provide the manpower to accomplish
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the purposes of these contracts, thus benefiting education though
research was the major mission.

2. Similarly, the AEC in fiscal year 1965 had 13 on-campus
Federal contract research centers which gave partial employ-
ment to approximately 1,100 graduate students.

3. All AEC facilities are encouraged to augment their per-
manent staffs with temporary staff drawn from the universities
to the extent that is appropriate to their research, development,
and production missions. Several thousand faculty and students
per year are benefited in this way.

4. Finally, as in any industry dependent upon technological
advances, AEC contractors conduct programs for upgrading the
educational and technical backgrounds of their employees in
areas which contribute to the accomplishment of their AEC
mission.

NucLear EpucatioN aND TRAINING

PART I DESCRIPTION OF THE PROGRAM
1. Objectives

The major purpose of the AEC’s nuclear education and training
program is to help the Nation’s education system, primarily colleges
and universities, develop and maintain strong curriculums in the
nuclear aspects of the life, engineering, and physical sciences so that
the atomic energy program has adequate technical manpower. The
continued graduation of well-qualified scientists and engineers well-
versed in nuclear technology is of the utmost importance to the
continued advancement of the United States in national security as
well as the maximum peaceful utilization of atomic energy for power
production, propulsion, desalination, agricultural, medical and indus-
trial use of radioisotopes, and a wide variety of other uses which are
being developed in the total AEC program.

The program has two major facets:

1. On-campus activities including equipment and nuclear material
loans for specialized laboratory courses; nuclear fuel cycle grants and
loans for university reactors; fellowships and traineeships for support
of graduate students in nuclear science and engineering; faculty in-
stitutes and conferences for high school, college and university faculty
in subjects relating to nuclear technology.

2. University—A%JC laboratory cooperative activities through which
faculty and students from colleges and universities can utilize AEC-
owned facilities at national and other laboratories. This portion of
the overall education program includes activities such as short courses
in radioisotope utilization, summer engineering practice schools,
visiting lecture programs, summer trainee assignments, use of AEC
facilities to perform experiments as part of regularly scheduled college
and university courses.

Descriptive material on these activities may be found in “Pro
Statistics,” ! and “Guide to Nuclear Education Activities.” ! “Educa-
tional Programs and Facilities in Nuclear Science and Engineering” ?
provides descriptions of nuclear science and engineering curriculums in
U.S. institutions of higher education, the current status of which
reflects the accumulated effect of AEC educational assistance activities
since the initiation of the program.

1 Published by AEC, Division of Nuclear Education and Tralning.
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2. Operation

The program is administered within AEC Headquarters by the
Division of Nuclear Education and Training, which is responsible for
the development of program and policies and for preparation of the
annual budget request. Individual portions of the program are
either directly administered in headquarters or through AEC field
offices, under headquarters’ guidance. Use of AEC facilities by
colleges and universities is administered through the contractors
which operate these facilities. Examples of the more significant ad-
ministrative arrangements are:

(a) Nuclear equipment grants and loans of nuclear materials for
use 1n college and university curriculums are administered in head-
quarters. Institutions submit unsolicited proposals which are evalua-
ated on a competitive basis. The grant mechanism is used for equip-
ment and for fabrication of materials, while loan agreements are used
for nuclear materials provided from Commission stocks.

() Predoctoral fellowships are administered through field office
contracts with associations of educational institutions, with the Qak
Ridge Associated Universities, Inc., administering the major number
of fellowships. Awards are made to applicants as a result of national
competition. The administering agency makes stipend and depend-
ency payments to the fellows and payments in lieu of tuition and
fees to the universities in which the fellows are enrolled.

(¢) Traineeships, currently provided for graduate study in nuclear
engineering, are awarded to individual institutions after headquarters
evaluation of proposals submitted on a competitive basis. These
awards are then implemented by field office administered contracts
with the individual universities, covering payments to students and
institution alike. The university makes its own selection of partici-
pating students within the funding levels and criteria provided by
the contract.

(d) College and university hosts for faculty institutes are selected
as a result of joint evaluation of competitive proposals by the National
Science Foundation and by the AEC Headquarters staff. Awards are
then implemented by AEC field office contracts for operating expenses
of the institutes while the NSF simultaneously makes grants to the
host institution to cover stipends and dependency allowances for
the faculty who attend.

(¢) Faculty conferences are handled on an individual basis through
contracts with educational associations or individual institutions.

(f) Most short, specialized courses supported by the program are
presented by the Oak Ridge Associated Universities under their
AEC contract administered by the AEC’s Oak Ridge operations office.

(¢) A wide variety of cooperative university-AEC laboratory
activities for the utilization of AEC facilities are administered by
AEC field offices, under general headquarters guidance. In some
cases this is done by contracts between these AEC offices and associ-
ations of educational institutions such as the Oak Ridge Associated
Universities, the Associated Midwest Universities, and the Associated
Rocky Mountain Universities. More frequently this portion of the
overall education program is accomplished within the overall field-
administered contract for the operation of the specific site.
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3. History :

The history of,the atomic energy activities of the United States is
the story of the successful welding of education and research activities
to produce an entirely new technology and a new industry. The
complete story of the role of education in the total AKC activity is
presented in the book “Education and the Atom,” by Dr. Glenn T.
Seaborg and Daniel M. Wilkes. The material presented below is
restricted to the history of the organized effort of the AEC to aid
college and university nuclear education programs.

The Manbattan Engineer District of the U.S. Army Corps of
Engineers was established to undertake a massive production and
research effort with a single military goal. An entire cadre of scientists
and engineers, trained through the normal chain of academic enroll-
ment followed by employment experience, had to be recruited by
contractors working for the Manhattan District and then trained anew
for their assignments in an entirely new field of nuclear technology.
This was an effort conducted by many contractors outside the normal
educational process of higher education. It was accomplished under
stringent security measures, so that neither the technical manpower
nor the developing technology could be made available to educational
institutions.

The Atomic Energy Commission was established by the Atomic
Energy Act of 1946, but military uses of atomic energy still pre-
dominated. Universities were encouraged to participate in Com-
mission activities, mainly through the national laboratories initiated by
the Manhattan Engineer District and a few other university centers.
Courses on college campuses with any meaningful incorporation of the
developing technology were few and far between. One of the main
sources of formal course work was the AEC-supported, classified,
Osak Ridge School of Reactor Technology (ORSORT) which provided
training for AEC and contractor personnel and an occasional uni-
versity faculty member.

In 1948, the AEC started a predoctoral and postdoctoral fellow-
ship program in the life and physical sciences upon the recommenda~
tion of the National Academy of Sciences. This first large-scale
Federal feDowship effort provided fellowships to 962 young scientists
and physiciang before it was terminated in 1952 with the establish-
ment of a more comprehensive fellowship program by the National
Science Foundation. Special fellowships in industrial medicine,
health physics and industrial hygiene were initiated in 1950, 1951, and
1952 respectively.

The growing realization of the importance of peaceful uses of atomic
energy led to the Atomic Energy Act of 1954, and subsequent amend-
ments. It was immediately apparent that the growth of a private
nuclear industry would be dependent upon the extent to which the
Nation’s colleges and universities could assume an active role in
research participation and in the graduation of engineers and scien-
tists well prepared for a variety of roles in nuclear research and de-
velopment. To accomplish this task, faculty had to be developed,
campus facilities established, graduate students sup orted, and a
wide variety of mechanisms devised to make certain that the educa-
tional community kept abreast of nuclear technology developments.
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Therefore the concept of a university-based nuclear education and
traiping program of the AEC gained impetus.

In 1955 the International School of Nuclear Science and Engineer-
ing was established on an unclassified basis to provide educational
opportunities primarily for individuals of other nations; American
enrollments were maintained at approximately 15 percent of the
total. The classified ORSORT program at Oak Ridge was continued.
The two programs gradually expanded to include university participa-
tion in the presentation of preparatory work leading to more special-
ized courses at these two AEC schools.

In the summer of 1956, the AEC initiated the first of a series of
faculty institutes, starting with an engineering technology program
at the Argonne and Brookhaven National Laboratories, g;signed to
acquaint engineering school staff with the need for incorporating
nuclear technology in curriculum offerings. From engineering the
program broadened to include radiation biology for both high school
and college faculty, then broadened still further to include the physical
sciences and isotope technology, with the National Science Founda-
tion cooperating to provide faculty stipends while the AEC supported
operating costs. Initially the institute program, especially in engi-
neering, was held at AEC sites. Today, as a result of the growing
university capability developed through AEC educational support
programs, colleges and universities present thirty-odd institutes,
with AEC facilities operating in a few special areas.

In the fall of 1956, following congressional approval of education
and training as an AEC responsibility needed to implement its research
mission, the AEC announced the formation of a broad program of
support for nuclear education at colleges and universities. At first this
program emphasized the reactor and nuclear engineering curriculums
of the AEC-supported schools at Argonne and Oak Ridge. Mecha-
nisms to help develop such courses were established, such as grants for
specialized nuclear equipment including very low-powered reactors
for teaching purposes; loans of nuclear materfuls required for such
facilities; summer institutes mentioned above; specialized fellowships
including new predoctoral fellowships in nuclear science and engineer-
ing; and a small program for faculty research participation for
training purposes.

These 1nitial engineering-oriented activities were conducted within
the Division of Reactor Development. Within a few years these
activities were expended to include the life and physical sciences, and
to provide support for both undergraduate and graduate curriculums
in contrast to the earlier concentration on graduate level courses. The
Divisions of Biology and Medicine, Isotopes Development, and Inter-
national Affairs each administered programs in their specialized areas.
Segments of the overall education program were constantly modified
to reflect changes in the AEC’s research and development activities
as well as growing capabilities of the educational community resulting
from the AEC support. For example, the ORSORT course for
reactor engineers was succeeded by more specialized courses in
Reactor Operations Supervision and Reactor Hazards Fvaluation,
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As of the past year, the ORSORT activity has terminated and the
Argonne Institute (which replaced the earlier school) has ceased
giving organized courses. This action was taken because increases
in nuclear educational capabilities of the American and foreign
universities have made special AEC operated schools no longer
necessary. The American educational capability is a direct result
of the effective education mission of the AEC.

In 1962, the AEC established the Division of Nuclear Education
and Training to provide for more centralized administration of the
various individual educational assistance programs that had developed
as described above. A significant chapge In program direction has
involved increased emphasis upon the contribution AEC facilities can
make to education through a variety of university-cooperative educa-
tionally oriented activities. The number of graduate students pro-
vided support for conducting thesis research in AEC laboratory
facilities not available on their own campus has increased, as well as
the number of individual sites participating. Another cooperative
activity involves students in regularly scheduled campus courses
going to AEC laboratories for 1 to 5 days to perform nuclear experi-
ments on laboratory equipment which financial considerations have
prevented their own institutions from obtaining. An engineering
practice school which provides problem-solving opportunities for
graduate students has been established at the Argonne National
Laboratory, and a similar school is being reactivated at Oak Ridge.

As part of the national effort to aid the development of an increased
number of centers of educational excellence, the AEC initiated a
traineeship program in fiscal year 1965. The program emphasizes
nuclear engineering, and complements the Special Fellowship in
Nuclear Science and Engineering established in 1957. Since the
participating universities are free to select their own trainees, as con-
trasted to national fellowships where individuals receive the awards
and select universities to attend, the annually negotiated contracts
under this program provide a good basis for universities to develop new
or expanding curricula.

4. Level of operations. (See table 1.)

Program: Nuclear Education and Training.
Department or agency, and office or bureau: U.S. Atomic Energy Commission;
Division of Nuclear Education and Training.

65-735—67—vol. 3——10
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TaBLE 1.— Level of operations or performance, fiscal years 196,67

Fiscal Fiscal Fiseal Fiscal
Measure Unit year year year year
1964 1965 1966 esti- | 1967 esti-
mates mates
(a) Total enrollments ! . oo oooocooiino- Enrollments. - 3,138 4,944 6, 085 6,925
(%) Individuals participating: 3
(1) Graduate fellows and trainees...... Individuals.__ 308 397 508 571
2) Othefi college and university | Enrollments__ 890 2,386 3,145 3,784
students.
(3) High school faculty. .o oocou_- Individuals. .. 610 605 607 615
(4) College and university faculty..__. Enrollments. . 950 1,222 1,450 1, 580
(5) Others do 380 334 375 375
(¢) Total mimber of institutions partici-
pating:
(1) Receiving equipment grants. ... Institutions.._. 140 100 70 40
(2) Receivlisng loans of nuclear ma- [.___. (s (S 70 150 50 40
terials.
(3) Participating in1 or more activities._|._._. do__..____| 550 720 800 850
(d) AEC manpower 4. oo Man-years____ 25 25 29 20
(¢) AEC contractor site employment 8. _______|.____ do 180 200 215 240
(f) Total AEC nuclear education ¢ost.--..-__- Thousands._..| $8,668 $9, 009 $9, 617 $9,975

t Total enrollments summarized from all segments of the program. Actual number of separate individuals
may be }0 percent less than enrollment due to individuals enrolling in more than 1 short-term program in the
course of a year.

1 Enrollments of individual faculty, college, and university students, and others in various programs.
Items (1), (3), and (5) are different individuals enrolled within these specific categories. Items (2) and (4)
may include individuals with multiple enrollments. It should be noted that faculty participation generates
multiple secondary effects as the faculty teach many students throughout their careers. We have no
quantitative data to illustrate this, but typical student-faculty ratios are 25 to 1 in secondary school and
undergraduate college classes while graduate level classes may be an 8-to-1 ratio.

3 (1) and (2) represent the actual number of individual colleges and universities receiving equipment
grants and material loans. For fiscal year 1965, (3) represents the number of individual institutions which
participated in 1 or more AEC education programs, including (1) and (2). The number of institutions
participating in fiscal year 1964 is an estimate. X

4 A EC personnel directly involved in administering the nuclear education program.

s Employees of AEC contract sites directly involved in the niuclear education program.

§. Estimated magnitude of program in 1970

Operating levels of the nuclear education and training program
are subject to the annual budgetary process in close coordination with
the entire AEC research, development, and production program. In
addition, as mentioned under question 7, the educational staff main-
tains close liaison with their counterparts at other agencies so as to
assure that the AEC educational activity is a coordinate part of the
entire Federal involvement in support of education, research, and
development. The rapid increase in Federal support of education
approved by the 1st session of the 89th Congress, together with the
many reviews of Federal research and development activities and their
impact on manpower and training, has greatly complicated the task of
program projection into the 1970’s.

Within these limitations, the overall level of the AEC nuclear edu-
cation and training program as measured by student and faculty partic-
ipation is projected as increasing by 30 to 35 percent in the period
fiscal year 1967 through fiscal year 1970. The bulk of this increase
will occur in the cooperative educational utilization of AEC facilities
by colleges and universities for educationally oriented purposes. The
numbers of institutions participating in these cooperative activities
may increase by about 25 percent.

The AEC educational assistance programs which are conducted
primarily on college and university campuses-—predoctoral fellowships,
equipment grants and faculty institutes—may show a smaller increase
in number of participants, perhaps about 10 percent higher than in
fiscal year 1966. This different rate of growth between the major
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facets of the program relates to the fact that the laboratory facilities
utilized in the cooperative programs are relatively unique to the AEC
and should play an increasing role in the total Federal involvement
in education. On the other hand, alternative methods of financial
support may become increasingly available for broad campus-oriented
support programs, though the specialized nature of the atomic energy
program is such that the AEC must continue to have a significant role.

6. Prospective changes in program orientation

(@) Pending legislative proposals.—At present the AEC does not
have nor does it contemplate any legislative proposals that would
significantly affect its educational activities.

(b) Proposed administrative and organizational changes.—The AEC
is developing an ADP system for more extensive information retrieval
regarding faculty, student, and institutional participation in its
education and research activities. This will provide factual informa-
tion for assessment of program impact and development of future
programs.

(¢) Probable changes in the conditions under which the program will
function in 1970, for example, technological, economic, social.—AEC
technological developments i1n power reactors, peaceful nuclear
explosives, use of nuclear reactors in conjunction with desalination
projects, radiation sterilization of foods, and the many uses of radio-
isotopes will all continue to develop widespread use of nuclear energy
in most facets of American life. The educational activities of the
‘Commission will have to continually provide a mechanism for in-
corporation of these developments into the curricula of colleges and
universities, as well as to help insure that sufficient manpower is
available to take advantage of these technological changes. This
will mean adjusting individual programs to incorporate these changes,
primarily in faculty institutes and special conference activities.
Cooperative activities at AEC sites and at AEC research centerson
university campuses are expected to expand in magnitude.

The rising Federal interest in helping more educational institutions
develop capabilities as ‘‘centers of educational excellence’’ undoubtedly
will include AEC activities in its specialized areas. We are examining
the possibility of converting some of our fellowship activities to
traineeship programs in order to be more effective in the impact on
“rising institutions.”

We anticipate the Federal Government will continue to increase its
role in general support of education through the National Science
Foundation and U.S. Office of Education. This means that the vari-
ous AEC specialized education efforts will be reviewed continually
to adjust for this growing support of the educational community. It
is possible that eventually direct AEC support of on-campus activities,
such as fellowships, faculty institutes and equipment grants, may be
reduced if expanded activities of other agencies provide reasonable
alternative methods of support. However, through fiscal year 1970
we do not currently anticipate significant changes in operating level
of our on-campus activities. Conversely, we expect to strengthen
our cooperative programs between colleges and universities and AEC
facilities, and believe that the total Federal coordinated educational
activities will add impetus to this expansion. Additional cooperative
programs with NSF and perhaps other agencies may result.
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Due to our specialized activities in nuclear education, as contrasted
to broad educational activities, we do not conceive of any significant
impact of social changes upon the AEC educational programs. The
national educational effort will of course be affected by the rising as-
pirations of individuals for educational and economic betterment, and
by the drive for equal oppportunity by all segments of society. The
AEC educationsl program will contribute to these efforts, but the
scope and content will not significantly change.

7. Coordination and cooperation

(i) Throughout the history of the Nation’s atomic energy program,
education and training have been conducted in close conjunction with
research and development in order to implement the mission of
exploiting the peaceful and military uses of atomic energy. Thus,
coordination and cooperation with other program divisions of the
AEC is virtually automatic; education in a sense is an intergral part of
all AEC activities. This is especially true in the activities of AEC
sites where the educationally supported participants are witnessing
research in action.

Within Government activities, most of the coordinating activities
are maintained at the national level, including such efforts as: Com-
mission participation in formal interagency committees which are
aided by subcommittees composed of appropriate staff members;
review of education and research publications of various agencies such
as, the Department of Health, Education, and Welfare; Department of
Defense; National Science Foundation; Department of Labor; and the
National Aeronautics and Space Administration; informal meetings of
personnel from many agencies with similar education programs for-
exchange of information and resolution of common problems; etc.

Relative to State and local governments and communities, the staff
of the Division of Nuclear Education and Training have relatively few
contacts; direct contact is mainly with individual educational institu--
tions funded by State and local agencies. AEC field offices and
contractors do maintain close ties with local governments and
communities.

Considering the educational community as a whole, nuclear science
and engineering education cannot operate as a separate, independent
entity but rather concerns all scientific and engineering disciplines.
which contribute to AEC missions. Therefore, the AEC’s educational
staff have always maintained very close relations with individual
colleges and universities as well as a wide variety of regional and
national associations in which educational institutions hold member--
ship. AEC staff have missed few opportunities to benefit from con--
tacts with the Nation’s educational establishment. Mechanisms.
utilized include maintaining a comprehensive library of educational
source materials published by colleges, universities, and associations of
educational institutions; staff attendance at national and regional
meetings; professional society membership and participation of staff
members; supply of informational materials and speakers by the
AEC; use of professional societies as a source of educational advisers
and consultants; contracts for administration of certain portions of’
the program. :

Relative to the industrial segment of the atomic energy field, staff
members have industrial contacts through the Atomic Industrial.
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Forum, and through the participation of industrial concerns and their
personnel in various professional societies with which the staff main-
tains contact. Additionally, close liaison is maintained with the
AEC’s Division of Labor Relations which is responsible for contractor
manpower policies.

(ii) We understand that the committee considers the coordinating
efforts of various Federal agencies in conducting education and train-
ing programs to be one of the most important facets of their human
resources inquiry. Therefore, without burdening you with all the
many details of our coordinating activities, we have provided below a
very comprehensive listing of various procedures which we feel have
been most effective in accomplishing the purposes of the AEC educa-
tional mission.

(a) and (b) Within the Atomic Energy Commission organization.—
"The formal education and training program of the AEC is administered
by the Division of Nuclear Education and Training (DNET), the
Director of which reports to the Assistant General Manager for Re-
search and Development (AGMRD). The AGMRD also supervises
the Divisions of Biology and Medicine, Research, Isotopes Develop-
ment, and Peaceful Nuclear Explosives. Thus, rather than education
and training representing an independent activity, it is an integral part
of an overall AEC development, research, education, and training
program. Close liaison is maintained with other divisions of the
AEC in order that education and training activities in the educational
community can be kept abreast of technological developments
throughout the AEC. As an example of coordinated activities, DNET
has sponsored faculty participation in seminars on the peaceful use of
atomic explosives and the educational implications of nuclear desalina-
tion activities.

(¢) With other Federal Government departments or agencies.—A wide
variety of formal and informal mechanisms are used to provide con-
tinued cooperation with education, training, and research activities
throughout the Federal Establishment. Pertinent examples include:

(1) The AEC Chairman is a member of the Federal Council for
Science and Technology. Appropriate AEC staff members are active
%% g’i? working committees which prepare studies for review by the

(2) The news media recently reported that Francis Keppel, (then)
Assistant Secretary (for Education) of the Department of Health,
Education, and Welfare viewed the chairmanship of the Federal
Interagency Committee on Education as one of his major functions.
An AEC Commissioner is a member of this Committee. The Di-
rector, Division of Nuclear Education and Training, is an alternate
member and active on the working level committee. A DNET staff
member has been assigned to a subcommittee on higher education
facilities.

(3) The AEC also participates in activities of the President’s Com-
mittee for Manpower and the Federal interagency committee which
advises the Commission on Technology, Automation, and Economic
Progress.

(4) The AEC holds membership in the National Science Founda-
tion’s “Advisory Council for Manpower and Education Studies Pro-
grams.” The staff provides information on AEC educational studies
and obtains reports on manpower studies throughout the Federal
establishment.
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(6) An AEC research staff member sits on the Interagency Com-
mittee on Oceanography and the DNET staffi of the AEC is repre-
sented on the ICO’s Manpower and Training Panel.

(6) An interagency group to establish a coordinated effort in
‘‘water for peace”’ is just beginning, and a DNET staff member is.
assigned to an educational task force to identify and coordinate exist-
ing and proposed agency training functions related to water supply
problems.

(7) Federal fellowship administrators from many agencies, including
AEC, attend semiannual meetings, informally organized and chaired
by NSF, to exchange information and discuss problems of mutual
interest, thus promoting relatively uniform fellowship administration
throughout similar programs.

(8) Most college and faculty institutes supported by AEC are
administered through a joint program with NSF, in which proposals
are reviewed in terms of the missions of each agency and awards are-
implemented by a combination of AEC-funded contracts and NSF
grants for operating costs and faculty stipends, respectively.

(9) DNET staff at the operating evef)ma,int&in frequent contacts
with their counterparts in similar activities of other agencies ad-
ministering fellowship, institute, equipment grant, and curriculums
development programs.

(10) AEC staff have participated in many national and regional
meetings designed to acquaint university personnel with the operat-
ing procedures of the various Federal agencies supporting educational
activities.

(d) With State governmenis or their instrumentalities—From an
educational viewpoint, the DNET staff’s prime contact with the
State governments is through participation of State science supervisors
and consultants held by the U.S. Office of Education. Many of the
institutions which receive AEC educational assistance are State
supported. No formal arrangements are established which are unique
to State governments or their instrumentalities.

A small program of training assistance to States and local govern-
ments in radiation control is administered by the regulatory staff of
the Atomic Energy Commission. The AEC continues to transfer
certain regulatory functions to the States under section 274 of the
Atomic Energy Act of 1954, as amended. AEC staff works with
State groups m developing appropriate training of individuals needed
to implement State responsibilities. Courses are maintained at three
universities and at the Oak Ridge Institute of Nuclear Studies (a
major operating segment of Oak Ridge Associated Universities.)

On a regiona% basis, the Southern Interstate Nuclear Board is the
executive agency of the southern interstate nuclear compact, approved
by Congress on July 31, 1962, in Public Law 87-563. The President
appoints a U.S. representative to this Board, who reports to the Pres-
ident through the Chairman of the Atomic Energy Commission.
The AEC educational program maintains laison with the U.S.
representative relative to education and training needs associated
with this regional effort.

The AEC exchanges information and sends representatives upon
request to meetings of organizations such as the Western Interstate
Committee on Higher Education and the Governor’s Conference for
the Rocky Mountain States. In some States the Governors appoint
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AEC staff to advisory committees on higher education. For example,
% DI\:iET staff member is on the Maryland Science Resources Advisory
oard.

In California, DNET is supporting a nuclear science curriculums
study at the high school level with active participation by staff from
the State board of education. Testing of the curriculums is accom-
plished by arrangements with local secondary schools.

(e) Waith local governments or communities.—The formal DNET
activities include the following activities with local communities:

b(1) The California curriculums development project mentioned
above.

(2) A contract with the Chicago School Board for a curriculums de-
velopment project conducted in a number of Chicago secondary schools
as well as close liaison with courses supported by an equipment grant
to the Ilinois Teachers College-Chicago-North.

(3) Considerable activity is conducted with the Montgomery
County Junior College, Maryland, primarily in radiation biology,
including a curriculums development project through which course
materials and bibliography are being developed for undergraduate
nuclear science curriculums.

In a more general way, AEC and contractor staff are encouraged
to participate in community activities, including lectures to high
school and other groups. They also arrange for educational courses of
various types to be given to their employees by local educational
institutions.

(f) With foreign governments or international organizations.—The
AEC’s Division of International Affairs (DIA) is responsible for
ligison with foreign governments and international organizations,
functioning through appropriate offices in the Department of State
as well as frequent direct contacts with foreign representatives.
With respect to nuclear education and training, DIA receives requests
from foreign governments, U.S. Government agencies, and inter-
national and regional organizations which sponsor foreign nationals
for training under the USAEC’s policy to provide training, including
formal training programs, in its facilities to assist friendly nations in
the development of their own atomic energy programs. Assignments
are arranged by DIA.

DNET, because of its responsibilities for the AEC’s domestic
educational and training program, maintains liaison with DIA as
such programs may be involved in the training of foreign nationals,
and in providing informational materials describing AEC education
programs to interested foreign governments. Meetings for this
purpose were held during the past year with representatives of Japan,
Australia, and Turkey. Staff members have also participated in the
fellowship activities of the International Atomic Energy Agency and
the North Atlantic Treaty Organization.

Relative to the United States deep interest in Latin America,
DNET is responsible for the coordination of the programs and
objectives of the Puerto Rico Nuclear Center. This center was
established as part of the atoms-for-peace program with the objectives
of providing edueation, research, and training programs in the peace-
ful uses of nuclear energy for Latin American nations as well as for
aiding nuclear developments of Puerto Rico itself. Relative to this
center, DNET maintains close liaison with DIA to help assist the
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active nuclear education and research activities of Latin American
.countries. Liaison is also maintained with the Organization of
American States.

(g) With nonprofit orgamizations or institutions.—Most of the
activities of the DNET involve frequent contacts with individual
institutions of higher education, primarily by mail but also as time
and staff permit by direct visitation. Lists of institutions directly
benefiting from AEC educational programs are presented in “Program
Statistics.” ! Other coordinating activities include the following:

(1) Close liaison, including receipt of routine publications, ex-
change of information and participation at meetings, is maintained
-with education and scientific organizations such as the following:

American Society for Engineering Education (ASEE)

National Academy of Science-National Research Council

(NAS-NRCQC)

American Physical Society

American Chemical Society (ACS)

Association of Higher Education (AHE)

American Council on Education (ACE)

American Institute of Biological Sciences (AIBS)

Council of Graduate Deans

National Association of State Universities and Land Grant

Colleges

American Nuclear Society (ANS).

(}21) Contracts for administration of subprograms are maintained
‘with:

American Society for Engineering Education

American Institute of Biological Sciences

Oak Ridge Associated Universities (ORAU)

Associated Rocky Mountain Universities (ARMU)

Associated Midwest Universities (AMU).

(3) Although currently we have no formal contracts, cooperative
,a.ctivitifes are being sponsored in conjunction with member institu-
tions ol:

Associated Colleges of the Midwest (ACM)

Central State Universities, Inc. (CSUI)

Associated Colleges of the Chicago Area (ACCA).

The above contracts provide for a wide variety of consultation
regarding the needs of colleges and universities, recommendations
.as to how AEC can help meet these needs, supply of consultants to
AEC for specific purposes, provision of AEC information to the associ-
.ations and’ their members, and actual operation of certain parts of
the AEC programs.

(4) From an operational viewpoint:

The AIBS administers a program of visiting lecturers for high
schools and colleges.

The ARMU and AMU administer AEC laboratory graduate
fellowships at sites in their geographical proximity and a variety
of university-AEC laboratory cooperative programs.

ORAV administers many AEC fellowship activities, some
faculty institutes, radioisotope courses, information and exhibit
programs, and a variety of university-laboratory cooperative
programs.

1 Published by AEC, Division of Nuclear Education and Training.
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The ASEE has administered a sizable portion of the engineering
faculty institutes, conducted a program of short topical con-
ferences and advances in nuclear technology, produced studies on
“QObjective Criteria in Nuclear Engineering,” and in general been:
a constant source of consultation regarding nuclear science and
engineering curriculums.

(h) Wath business enterprises.—Close liaison is maintained with the
Atomic Industrial Forum to acquaint it with AEC education and
training activities and to follow the development of nuclear industry,.
especially manpower needs.

Through the AEC’s Labor Relations Division, the DNET obtains.
reports regarding contractor recruitment needs, layoffs, and general
information regarding their in-house support of further training for
their own employees and data regarding their temporary hiring of
faculty and students.

The contacts with the American Nuclear Society and American
Society for Engineering Education mentioned under (g) above also
provide considerable contact with industrial concerns through their
participation in the activities of these professional societies.

Certain AEC facilities participating in the nuclear education and
training program are operated by industrial concerns; examples are-
the Union Carbide Corp., operating the Oak Ridge National Labora-~
tory, the Phillips Petroleum Co., operating the National Reactor
Testing Station, and the E. I. du Pont de Nemours & Co., operating-
the Savannah River Laboratory.

[The material presented above covers the coordinating activities.
conducted within and for the nuclear education and training program
of the AEC. Information on the coordinating activities conducted
within the various research activities of the AKEC is contained in the:
“Statement of the USAEC on the Impact on Scientific and Technical
Manpower * * ¥’ which was provided to the Subcommittee on
Employment and Manpower of the Senate Liabor and Public Welfare-
Committee.]

8. Laws and regulations

The basic authority for AEC activities is set forth by the Atomic
Energy Act of 1954, as amended (42 U.S.C. sec. 2011, et seq.), first
enacted as Public Law 83-703, approved August 30, 1954. The:
publication, “Atomic Energy Legislation Through 88th Congress, 2d
session’’ printed for the Joint Committee on Atomic Energy, contains.
the 1954 act, as amended, as well as authorization and appropriation
acts through fiscal year 1965. Legislation through the 89th Congress,
1st session, will be published in the near future.

The specific portion of the Atomic Energy Act of 1954 which sets.
forth the AEC education and training missions is found in chapter 4,.
subsection 31 a.! and b.! (42 U.S.C. sec. 2051), which state:

a. The Commission is directed to exercise its powers in such manner as to insure
the continued conduct of research and development and training activities in the
fields specified below, by private or public institutions or persons, and to assist
in the acquisition of an ever-expanding fund of theoretical and practical knowl-
edge in such fields * * *,

. The Commission is further authorized to make grants and contributions to
the cost of construction and operation of reactors and other facilities and other
equipment to colleges, universities, hospitals, and eleemosynary or charitable

1 Public Law 84-~1008, approved Aug. 6, 1956, added the words “and training”’ to subsec. a. and the entire-
subsec. b., to the original act.
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institutions for the conduct of educational and training activities relating to the
fields of subsection a.

PART II. DATA BEARING ON ECONOMIC ASPECTS AND IMPACTS OF THE
PROGRAM

9. Economic effects. (See tables 2 to 6.)

(@) Effects on personal incomes of persons served.—

(1) The graduate students provided support through fellowships
and traineeships (nearly 400 in fiscal year 1965) receive an immediate
financial benefit in terms of their economic ability to obtain advanced
degrees. These degrees in turn significantly increase their lifetime
earnings, for example, recent Ph. D.’s in nonsupervisory positions in
research and development work received median salaries of $11,800
compared to $7,400 for recent B.S. recipients according to a recent
NSF report.

(2) Similarly, on a larger scale but less susceptible of measurement,
all faculty and students participating in AEC nuclear education and
training activities have improved their technical backgrounds and thus
their potential earning capacities.

(b) Effects on the placement or productivity of workers, or both, and on
their earnings.—As mentioned earlier, the original cadre of scientific
and technical personnel employed in the atomic energy program were
largely trained through the in-house training activities of the Man-
hattan District and its contractors and through the 1946-56 education
program of the AEC. All of these individuals had their technical
productivity and therefore their potential earning powers increased
by these efforts. Since 1956, educational institutions, largely through
the encouragement and assistance of the AEC have developed in-
creased capacity for training individuals preparing themselves to enter
the nuclear field, as well as providing additional education for working
individuals who wished to improve their technical capabilities.

Specific data on the effects of the educational component of the
AEC program as sought by your question are lacking. However, the
atomic energy field as a whole now employs approximately 186,000
individuals and accounts for the employment of perhaps another
110,000 individuals who provide standard goods and services to the
atomic energy industry. We suggest that this total employment has
largely resulted from the multiple effects of the AEC research, de-
velopment, and educational activities over a 20-year period. We
confidently anticipate that the atomic energy field and resultant em-
ployment will continue to grow. Similarly, through the impetus pro-
vided by the AEC educational program, colleges and universities will
continue to develop and strengthen their nuclear science education
capabilities contributing to the output of scientists and engineers well
prepared to utilize existing technology in ever-broadening areas as
well as develop new technology.

It should be noted that technical manpower is quite mobile. Indi-
viduals from AEC research and development activities as well as
graduates from nuclear education curriculums also migrate to other
fields, so that the ultimate economic benefit is far greater in scope than
the confines of the atomic energy field itself.

(¢) Effects on business or industrial organization and management;
the stimulation of mew business enterprises or expansion of existing
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ones; business location; and effect on competition; and (d) Effects on the
stability, level, volume or other aspects of employment, wages, costs, sales,
prices, or other phases of economic actinmty.—As described in the earlier
reference “Education and the Atom,”” the genesis of the atomic energy
program stemmed from the academic world. The early history of the
atomic energy program describes the impact of institutions such as
Columbia University, the University of Chicago, Iowa State Uni-
versity, the University of California and many others in the research
and production efforts that led to the first atomic bomb. Ever since,
educational institutions have carried a leading role in the total re-
search and development efforts for military and peaceful uses of atomic
energy. The present state of development of the atomic energy
industry is in no small part due to this research activity and the
parallel manpower productivity of the Nation’s colleges and univer-
sities. 'The nuclear education and training program of the AEC has
significantly contributed to the rapid growth of college and university
nuclear education capability.

Due to the complete interrelationship between research and educa-
tion and training we find it difficult to separate out in & meaningful
way the specific contribution of the DNET activity to economic de-
velopment as requested in your questions. We believe your basic
purpose is well served by the following material on “Relationship to
Employment,”” reproduced from “Statement of the USAEC on the
Impact on Scientific and Technical Manpower of Federal Research
and Development Policies.”

(d) Relationship to employment.—

(2) Direct and secondary impact.—With the exception of straight
employment statistics, * * * we have no quantitative data to describe
the impact of our research and development dollars upon a region.
We suspect, however, that professional salaries, family housing needs,
and localized laboratory procurements are the main instruments
through which the sponsored research and development directly
affects the nearby community. Considered solely on the basis of
dollar flow into a region, we have no evidence which would lead us to
believe that this one phase of governmental spending is in any way
a unique or more effective mechanism for stimulating local economies
than the many others now in being.

There are usually some new smsﬁl businesses which develop close to
our installations and which owe their genesis to the AEC activity.
For example, a number of activities have located at Oak Ridge and
Albuquerque to take advantage of the nearby technology, people and
related sources, or markets. (g)ne such firm at Oak Ridge sells science
kits, taking advantage not only of proximity to the source of much of
the technology but also of the technical information resources at hand.
As another case in point, the far-ranging research and development
activities of the Los Alamos Scientific Laboratory and the Sandia
Corp. have spawned some expansion in Albuquerque of the electronic-
support function.

At Hanford (Richland, Wash.), where we are attempting to foster
and encourage diversification activities, several of the new contractors
who are to operate Government-owned facilities have plans to estab-
lish private plants or laboratories in the area. Such new private
facilities will not necessarily be related to the AEC-supported work
there, but the presence of key management personnel, technical
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competence, support facilities, etc., are important factors in deciding
to locate such facilities at Hanford. With several successful private
facilities in existence, the prospects of others being established would
seem to be good.

(1) Short-term and long-term regional effects.—Aside from the actual
flow of Federal funds to support a given research or development
effort, scientific-technological activities have another important in-
fluence on the economic well-being of an area and its people. The
opportunities and facilities for education at all levels usually are
markedly improved. Secondary education systems tend to benefit
from the presence of scientific personnel in the community. They
often show marked interest in establishing high standards for the
school system and at times will participate in the development of
curriculums in their field of specialization. If opportunities for higher
education do not exist in the community, they are often established.
For example, the University of Tennessee and the University of
Washington now have extension programs in Oak Ridge and in
Richland, Wash., respectively.

Further, the existing institutions of higher education in a region, if
they are properly motivated, can benefit considerably by the presence
of a sizable Federal research and development installation in the area.
Cooperative programs between such institutions and AEC laboratories
have already been mentioned.

One has only to look at the many new industrial concerns that have
sprung up about the Harvard-MIT and Berkeley-Stanford complexes
to see the effects which strong centers of education have on the eco-
nomics of an area. We can identify several factors which undoubtedly
have contributed to this contribution to local economic growth by
educational centers. Faculty members have often been instrumental
in initiating local commercial ventures which draw heavily on the
scientific competence available on the campus. In addition to such
personal participat